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Moet of our young college students today have acquired a 
's base realities in the 
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POLITICAL 


Majot systeme 16 today» world We need to understand 
fot only soctaliet realities but also capitaliet ones Only 
by undersianding both eocialem and capitalem can we 


be considered to Rave a fairly complete understanding of 
out world 


om Cay Coane aah Of Cee One CoeEND to the 
outerde world Tice hes enoved tenant tho wala ai 
the world has also Moved toward China Chinese people 
have travelled to many Western countries under a 
variety of auapices and have seen and heard many things 
with ther own eyes and cars Western scholars, 
reporters indusirialiets and tourists. as well as thei 
hewrpapers Periodicals and books have revealed to us 
Chinese a variety of Weotern phenomena. euch as their 
high!) developed scvence and technology busy down: 
town streets proeperous lives and lifestyles and values 
of every descnipiion While it must be acknowledged that 
they have man) things -such as thei advanced science 
afd technology and management capertive—ao which we 
can make ue and from which we can learn we ateo 
lutely must fot cop) imdrcniminatel) the capitaliet 
system of eaploniation of its decadent lifestyles We must 
fot stop at a superficial undersianding of the capialie 
world but must better underviand ite substance ite 
internal conflicts and development patterns and 
whether it 1s actually ascending of on the dechne In 
short acquiring a genuine understanding of capitalem. 
Particularly » scapitalam has become a key task on 
out idenlogical front 


Certain Westerners like to emphaure human nights 
While they offen use support for human mghts as a 
Pretest with who h to peddle thei values and interfere in 
other countnes internal affairs, what « their own 
domevin human nights record’ They cannot hoodwink 
we on thee As for the | nited States, its domestic human 
n@hts record ver bad and deep-seated racial discrim:- 
mation sill cxvete While the | nited States has been 
undependent for over 200 years the nghi of LS women 
a oe OS aaa 
19 





While | was hostile foreign and domes forces that 
wmcited and created the disturbances in China in the late 
spring and carl) summer of 1989 some people explored 
the opportunity to launch an all-out attack agains 
China's so-called trampling upon human LC On 
“Halloween in 1989 tragedies occurred on US streets. 
such as homeless people ectting chopped up eith meat 
Cleavers and even getting drenched with nitric acid and 
burned up While detailed reports of wich extremely 
crue! and abeolutel) inhuman acts of harharity were wen 
in the newspapers they of course were mentioned only 
cawall). and certaml) did nol arouse any “great 
uproar ft «6 ohwrous that they in fact certainly do not 
truch apply a wngle standard for humar nghts 


While the | 8) Declaration of Independence dra ‘ted by 
Thomas Jefferson on 4 luly 


17%) declared that “all men 
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NATIONAL AFFAIRS, POLICY 


C apital Investment Exceeds Plan by 14 Billion 
Vuan 


920 £02078 Wuhan JINGH XINAT BAO in Chinese 
4 Nov Vipi 


[Article by Wei Ji 
ment Will Exceed 


(7279 2533) “Pined Assets Invest 
by 15 Billion Yuan") 


[ Teat] According to forecasts of the Fined Assets lnvest- 
ment Satistical Office of the State Statistical Bureau. 
asects 


improvements in the capital payment situation. the rate 
of growth of investment in the central and western 
macro- 


regions is faster than in Se eastern regions, and 
econom< investment resuits have improved 


This year the state continued to adopt a policy inclined 
towards key sectors so that the investment structure was 
further adjusted The proportion of investment in trans- 
portation the post and telephone communication indus- 
tines. and raw matenals indusines increased. the propor. 
tron of investment for intensive construction increased. 
and the rate of key project construction was quicker 


According to analyses. the above situation indicates that 
the state's policy of defining macroeconomic adjustment 
and control of fixed assets investment and construction 
1s correct But. annually there is still some construction 
capital thal cannot yet be pul to use and there i@ too 
much of an increase in New constr clion projects 


According to estimates. in the fourth quarter of this year. 
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Article Urges 'V , Price 
rages ‘Vigorously Promoting 


MKIS121/0I959) Boying JINGH GUANLI in Chinese 
No 9 5 Sep 01 pp 18-21, 64 


Article by Luo Jingfen ($012 4737 1164), edited by Lu 
iaosheng (415) 1420 1934) “Promote Price 


Vigorously, Prudently”’) 


[Tent] As market prices went up by a substantial margin 
a few years ago, it was difficult for price reform measures 
to be Some people then siarted having 
doubts about the importance and urgency of the need for 
price reform and tried to avoid price 


homic operation mechaniem in which planned economy 
and market regulation are combined i 1s necessary to 
promote price reform vigorously and prudently 


1. Carrent Situation of (Commodity Prices 


After more than 10 years of reform quite enormous 
changes have taken place in (Chinas price management 
system The previous situation of overcen'ralization and 
excessive control has changed and the percentage of 
products whose prices are vet by the state has decreased 
, Fesulting in a situation in which numerous price 
prices set by the state wey yb 
prices set by the market coast From 1978 to 
amount of farm products marketed by 
proportion of prices set by the state 
9) percen to 24 percent. of the total 
of consumer goods the proportion 
state went down from 97 percent to 
, and regarding ex-factory) prices of the means 
production. the proportion of prices set by the tate 
down from nearly 100 percent to about 65 percent 
there are market prices for the ercal majonty of 
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In 1990, changes in the total price level tended to be 
there were rises and falls in commodity prices. 
and the trend of nsing prices «obviously over The price 
changes in various kinds of Commodities in | 990 showed 
the following characteristics 
1 Food prices remained stable and prices of industrial 
went up to some extent Reta! proces of food 
stable and there was a wide range of 
in the retail prices of some mayor foods which 
seen for many years Proes of gram 
vegetables, meat. poultry cage and aquatn products 
by bigger margins Retail prices of food 
were up by 0) percent compared 
989. a very small margin of increase affecting the 
the general retail price level by only 0 | percent 
There were increases and decreases in prices of industnal 
consumer goods Prices of clothing and darly necessities 
up. while those of daily-use mechanical and clec- 


iif 


went 
tncal consumer goods and of culiural and rec reatronal 
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articles went down. Retail of five kinds of com: 
modities, namely clothing, daily necessities, newspapers 
and magazines, medicine and medical instruments, and 
fuel, increased by from 1.9 percent to 8.2 t. 


ing the rise in the general retail level by 1.5 
percent, which was a major factor ing the rise in 
market retail prices for the whole year 
2 The margin of increase in retail was smaller in 


towns 
increase in the price level 
effect of price increases— 
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retail prices therefore went up slightly 


Il. Major teswes “eced by Price Reform 
I 


The threat of inflation 1s far from being removed. and 
the factors for potential price increases still cxrst The 


quarter of 1984 has not been completely absorbed. and 
there was a sharp increase in bank loans in 1990. with 
various kinds of newly increased loans going up by 22 
percent compared with the previous year This will 
mevitably lead to a large supply of currency for some 
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time to come. The state's financial deficit in 1989 and 
1990 both went beyond the provisions of the respective 
plans. By the end of 1990, the surplus Speceenn cones 
of the entire society was more than double total 
volume of commodity retail sales during the whole year 


has been set 


of 1990. A large portion of residents’ savi 
sis a hidden 


problem affecting market lity 


2 The contradiction between price structure and indus 
trial policies stands out sharply The prices of commod. 
ities produced by sectors which the state urgently needs 
to strengthen and develop are on the low side. To 
accelerate development in these sectors, we must raise 
the prices of these commodities 


China's energy prices are also low, especially those of 
coal. Compared with 1953. the production cost of raw 
coal produced by coal mines whose products are solely 
distributed by the state went up by 3.5 times in 1989, yet 
the price of raw coal increased by only $3 percent. The 
n of price increase was lower than chat of increased 
uction cost, without compensations in production 
expenses, the enterprises have suffered losses for a long 
period of time Its consequence will seriously affect the 
future development of the enterprises. and was unfavor- 
able to the ecenomical use of energy 


As the petroleum industry has not put any new wells into 
operation for many years. the production cost of ol 
exploitation has risen by a large margin. and the whole 
industry suffered losses in 1989 


Regarding the price of umber First. the basis for calcu- 
lating prices is irrational and the production cost of 
timber 1s not calculated comprehensively because only 
the cost of mining and transportation 1s calculated and 
the cost of forest operation 1s not included Second. the 
planned price level of north China timber 1s on the low 
side Asa result. many state-owned enterprises of forest 
industry have suffered losses in operation. and the rate of 
fulfilling contracts for umber under unified central plan- 


ning has dropped 


Regarding the prices of agricultural products First, the 
prices of agricultural products purchased by the state are 
low. and there 1s too big a difference between listed and 
market prices. especially when the prices of grain pur- 
chased by the state are compared with farm products 
proes. which have been set free The gap between 
comparative benefits 1s too big. and the comparative 
benefits for grain continued to decline in 1990 Second. 
the purchasing prices of some mayor farm and udeline 
products cxceed the marketing prices. and the financial 
burden becomes ever heavier 


3 Price subsidies have become heavy burdens for sate 
finance and have reached the point where 11 15 difficult to 
continue any further Over the past few years. state 
finance has continued to increase its subsidies main- 
taining low commodity prices in order to stabilize the 
retail proces of several commodities and to ensure the 
quality of the peoples’ lives Compared with 1978. the 














price subsidies in 1989 increased by nearly three times. 
an average annual progressive increase of |) ) percent, 
far exceeding the rate of increase of 9 | percent in total 
financial revenue of the ing period As a 
rather large portion of fh revenue——which was 
originally a small amount—has been used on price 
subsidies, the input of funds required for expanded 
production has reduced correspondingly With the 
arrival of the peak year for repayment of principal and 
interests for both internal and external debts. the state 
finance will face even greater difficulties and. with the 
continued increase in price subsidies, it will be too heavy 
a burden for state finance to bear 


4 The price mechanism is imperfect. the price order is 
chaotic, and the defects inherent in the double track 
system for determining means of production prices have 
become even more serious The ‘double-track system” 
for determining means of production prices seriously 
runs counter to the general price formation principle. 
goes against the equal exchange principle harms the 


power of the same amount of curvency in two 
= ohn the circulation of heavy indus- 
tnal products has a different character than that of 


defects which cannot be overcome This has several 
effects: First, it has an impact on existing plans Enter. 
prises and leading departments try to do all they can to 
reach the state's planned target. expand production 
beyond the plan's provisons, and sell the products The 
result 1s that the matenals earmarked for unified distn. 
bution in the state plan are used up—or the enterprise 
considers materials that are supposed to be inside the 
plan as materials outside the plan and sells them With 
large quantities of resources inside the plan flowing into 


affected and the rate of fulfilling contracts for maternals 
supplied by the state drops. making it impossible for 
major goods and matenals needed for the state's key 
construction projects as well as departments for major 
development to receive timely and adequate supply 
Second, i Getamp Gheun enoven eotihet and happiness 

| purchase 


among the enterprises Because of the di 
prices of raw matenals and fuels. 11 1s impossible to 
cost levels at different times or among enter. 
the same trade. and because of the different 

price makeup of the products sold. 11 1s also impossible to 
compare qual lewd @: Gleam times of among enter. 
prises of the same trade Therefore i fundamentally 
undermines economic accounting and harms the basis of 
fair competition between enterprises on the market and 
the evaluation and assessment of enterprise efficiency 
lacks a just, unified scale Third. it undermines the 
normal order of the market Differences in price have led 
to speculation among the middiemen have aggra, atcd 
confusic.n of the circulation system. have become the sou! 
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for rampant speculation and the bed for generating 
corruption and have encouraged unfair distribution 


11, Major Experiences and Lessons in Price Reform 


i. To ensure the smooth progress of price reform, we 
must maintain basic balance in Macroeconomn environ: 
ment and must maintain the basic stability of the 

price level. China's processing indusiries sill have a 
rather weak digestion and absorption capacity, and the 
rising price of raw materials and energy supplies often 
leads to an overall increase in production cost and hence 
higher prices As China's purchasing power is too exu- 
berant, it is extremely easy to give rise to an increase in 
the general price level in price restructuring Given an 
overheated economy and inflation. such a contradi tion 
is more profound!, capressed To control the eatent of 
price increase within the scope allowed, it 1s necessary to 
inhibit the over-eapansion of aggregate demand and 
create a relatively relased macroeconomn environment 
throughout the price restructuring process Several years 
ago. under the situation of serous inflation. a reasonable 
increase in the prices of basic products was soon offset by 
the crcessive increase in the prices of processed prod. 
ucts. yet the old price relations was retained of even 
deteriorated Although price reform was ‘seemingly suc 

cessful.” the general price level reached a new stage 

From 1979 to 1984, the accumulated increase in the 
general price level was |? 7 percent. an average ann al 
progressive increase of 2 8 percent The gereral prices 
level did not mse very much. but many pro vlems were 
solved The important reason for this was that there was 
no serious inflation From 1984 to 1989 however the 
accu ulated increase in the general price level was 7) 7 
percent. an average annual progressive increase of |) 6 
perces' The general price level increased by an cacesive 
amount. vet very few problems were wived The hap 
pened primarily due to the aggravated imbalance in total 
supply and demand. and there was obvious inflation 

This was once again proved in 1990 when the general 
price level did not increase very much and many prob 
lems were solved 


2 Ome should not be superstitious about the market nor 
should one beleve that a standardized market «il! take 
shape once price controls hay« been relased One view 
maintains that. as long as the government relases direct 
controls over proces. the market «il! automatically take 
shape. the price system will tend to ratronalive rather 
rapidly in market competition. and the law of valuc wil! 
be able to give scope to its role provide enterprises with 
correct price signals. and achieve evidance of enterprises 
by the market That is over .mplification and idealiza 
thon of price control relanation and market formation 
The establishment cultivation and perfection of effec 
tive and standardized markets take quite a jong time In 
implementing reform in many localities in China we 
have seen that orderly competitive martets have not 
taken root where price controls are relaxed nor has the 
imtention of straightening out the price system been 
realized Under these corcumsances— where an cflective 
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Market Mechaniem and enterprise mechaniem are lack: 
i ture and excessive felasation of price con: 
trols will have disastrous consequences 


It should also be pointed out that the ability of market 
prices to accelerate the growth of production pot only 
depends on the price level but also on the condition of 
resources. the mobility of the factors of production. and 
the technological level of production Relasing price 
controls over some kinds of products — 4 necessarily 
increase supply Hv: still necessary for the state to carry 
out certain interverstion and take some administrative 


Measures over pres. Al the present vage, it is rather 

appropriate to build gradually organized markets with 

the state taking part in their 1, and carry out 

many forms control as prices oct by the 

> Snes by the state and prices regulated by 
ets 


1 Only when proce reform 1 carned out im coordination 
with other measures of reform can overall efficiency be 
achieved One should aot beleve that, as long a8 price 
relations are straightene’ out, al! problems in the 
economy will be readily sol ed Practice has proved that 
price reform and other fielcs of reform are influencing 
and condivoning one another To achieve proper results 
in price reform, it 8 NeCeSSETy to COOTdiNate 1 terms of 
Polhoves: Measures. and steps. with macrorconomn ree. 
ulation and control means with financial and monetary 
Poliores een ae enterpriee 
Mechaniem and market management reform and 
market h should proceed at the same time W ithou' 
price it se oMpowuble for the market to grow an: 
be perfected without wound markets. « 4 aw ver 
difficult to advance pree reform To push forward 
reform in the syt.°m readjust Polos of income 
divtnibution build up and amplify a compensation 
system for staff and workers after price increases and « 
Protection policy for low moome carmen and in party 
ular speed up the estabiahment of @ soci! security 
svete these are all conducive to continued mainte 
nance of secu! stability after price reform in shor «4 
impowbic for proce reform to ecteeve succem if it 6 
carned out © an wolated @8) onl) @hen 1  impic 
mented in coordination eith other reform measures . ar 
price reform achreve overall eficrency 


4 Pree reform « « long-term and difficult tak For 
man) vcarsin the past people have aleays treed to tate 
several tg stem: forward to complete price reform in 
three to five vears In practice ot has been realized that 
the assumption that “as short parm better than « long 
one onompractical Proce reform «conditioned h) many 
circumstances and has @ progressive nature § | he 
straightening out of proces ell run throug) the whole 
Process of cconomea restructuring and ucrefore the gna! 
of reform should not be ect too figh To completely 
change the rratvonal price system. © SeoeMeT) © 
formulate carefull) an appropnate and frawhic shot 
term plan as well as imermediate and long-term pia + 
that have clear-cut ofyectiwes outline the appropraic 
stem and in etoch where everything 1s coordinated In 
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selecting price readjusting and felasation of price con: 
trols one should not proceed from a faxed mold of from 
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of Chena’ products on the world market. 
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lowes For the great majornty of enterprises presently in 
( hone ot eol! take some tome for the cxpon product: to 
paw or oven catch up arth the world’s advanced level in 
tere of production cost quality and performance time 
of debvery post-sale service and cconomic efficiency 
Efforts t et domestx prices ‘or impor products 
accordong to the wortd market proce level in a bid to 
profrote they ratonal utehzation are also lomited by 
production techm@gues and the quality of the manage 
ment on C henewe enturprises Therefore there should be 
worme bind of selection regarding etich commodities 
domestx, proes can get close to world market prices 
Whether or not the populanzation of the capor agent 
system is tinted eith mnternational prices sh vuld mainly 
be determined by ehether of not tn favorable to the 
healthy development of the domesixn coonomy and to 
the further heaghtening of the entire society +s o. onomn 
efficrvency 
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rational price formation mechanim and price manage- 
ment system. and further perfect the price t 
system 1 which prices set by the state, guided by the 
state. and set by the market exist side by side 


Journal on Declining Eaterprise Profits 


MALO1OT 2°19) Regine JING GUANLI in Chinese 
Vo ¥ S Sep 0) pp tds 


[Article by Liu Taosheng (049) 7118 3932) and Jia 
Zhirang (6528 1807 6245), edited by Liu Qichang (0491 
01% 2490) “Does This Mean Reduced Efficiency or 
Loss of Control Over Distribution? —A Perspective on 
the Problem of Falling Profits in Industrial Enterprises”) 


reat} in the Hest halfof 199), economic development in 
Shaan: Provence. like that of the whole country, con- 
tinued to “ove in a good direction The Shaanai Statis- 
tical Bureeu. on its estumates of performance for the first 
half year calculated in accordance with the economic 
development situation from January to May. concluded: 
Provincial ONP [groves national product} was 18.8 billion 
yuan a growth of © percent over the same 
year provincial national income was 15.4 yuan. 
up 6 percent. industrial grows output value was 21.3 
dillon yuan. up 14 § percent. and industrial net output 
value was $$ bilhon yuan, up 13 In economic 
movement. however a number 
have still not been rectified In , articular, enterprise 
profits have fallen sharply. the volu.ne of losses has risen 
markedly and there are prominent financial difficulties: 
From January to May income from sales of products by 
indusinal enterprises under the local budget 

the province totalled $ 499 billion yuan this 
was 10.6 percent higher than the same priiod last 
profits and taxes realized were only $08 million 
This was a decline of 18 7 percent from the same period 
last year. which had itself seen a 28.5 percent decline 
Only 9 2) yuan on profits and tares were 
each 100 yuan of sales income This 
decline of 103 yuan from the same penod 
which had seen a decline of 3.53 yuan. With 
decline in enterprise profits. there was also 
increase in enterprise losses The 
losing industnal enterprises within the 
throughout the province grew from 

to 444 this year Thies meant that loss-makers 
from 339 to 42.7 percent. The total 
enterprises reached 196 million yuan, up 86. 
from the same penod last year. wh 
increase of | 5 tomes. This great decline in the 
enterprises and great increase in their losses 
dubbed the great landshide of economic efficiency” 


i 
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asl : 
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Is the decline in enterprise profits a landslide in eco- 
nomic efficrency” The answer is no. Actually, at the same 
time that enterprise profits have declined, economic 
efficiency has actually increased Economic 
refers to the ratio between labor (including live labor and 
matenalized labor) consumption. and the effective 
results of production (or output) in economic activities 
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Profits and taxes, however, are just the net income from 
the production operations of enterprises Hf we start with 
the essential meaning of economic efficiency, we see that 
the trend in economic efficiency and the trend ir enter: 
prise profits are moving in opposite directions in many 
enterprises. That is, ‘ 


tinually improved |) From the ratio between opera 
a on oS ae oo? 
consumed in ion operations if we -ompare the 
~May period with the same period last year, of 62 
products from 120 key enterprises in the 
ics, 41 types of products, or 66.1 per- 
. aw a decline in consumption per-unit 

as compared to the wme period last year 

_ the comprehensive energy consumption per 
10,000 yuan of industrial output at or above the county 
level. fell 11 percent This shows that the use-efficiency 


u 


of goods and materials im 2) Seen from the ratio 
between the volume we troduction operations 
and the volume of |. abor wput. the overall labor 


0! personnel throughout the 
from 8. a January to May last 
opedy 14 yuan this year an increase of 10 6 percent 
per capita net industnal output value of staff and 
workers rose from 2.326 yuan to 2 547 yuan. an merease 
of 9. $ percent This shows that the efficrency of live labor 
utilization has also improved 


The great decline in enterprise profits and the great ree 
in losses are due to diverse factors but they have 
occurred mainly because of low of contro! over distribu. 
tion This is centrally manifested in the following several 


aspects 





Lows of Control Over 
Individual! 
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interest payments totalled | 20 millon 
of nonoperational capenditures have 
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Arthele by reporter Mao Tie (3029 6993) “Mirestn of 
Light Industry ed hy Aa th 
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System at Key Powe”) 
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the one hand they hope to he rid of the government's 
administrative interventions and on the other hand. 
they find « difficult to end then dependency on the 


governme > 


Zeng Nianlin maintains that the essence of changing the 
operating mechaniwme lies in capanding and ut 
enterprises power In the past under the conditions 
the product economy) caterprises had littl power 
Today changing over to the commodity economy would 
fequife a corresponding increase in enterprives 

This | mation and the fate of enter- 
prises is on the hands of the leading group 


up of down (income distribution night) thereby ™ 
nd of the “tig pot” Third, cadres may be up or 
down (yob r@ht) thus putting away the “iron 
car” F Organs can be added of chiminated 
(installation night) thereby ending the cycles where 
“larger temples invite more gods 


Gao Shangquan Discuwes 199) Economic Tasks 


ON FOD0RD Benne JING RIRAO on Chine 
9 Nm Vip! 


[Article by reporters Zhang ( hunrong (| 728 2904 2847) 
and He Xudong (61420 2485 2699) “invigorate the Large 
and Medium Sized Enterprises and Accelerate the 
Change From the (id To the New Syotem—firet Look 
At the 199) Blueprint for Restructuring the Economn 
‘ “y 


[Teat) The economn restructuring tasks for 199) which 
concern evervone have already been decided Newt year 
while making agricultural reform more thorough ( hina 
will grve Ponty to mnv@orateng the large and medium. 
ured state enterprises accelerate martet on ulaton and 
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reform of the social security system. actively advance products which are under mandatory planning The 
reform of macro and the control and diatn = methods used to fulfill the guidence-type plans will be 
bution systems, continue to work harder in the =« improved 


Hine 

Hi 
tie 
Uy 
SHH: 


strengthen enterprise internal management the 


With respect to reform at the macro lieve! and in the 
circulation and distribution domains ever cffor will be 
made to achieve substantive progress 


Steps must be taken at the state leve! and the provincial 
pe - o-te, 41-5, 
the mandatory plans to surt the situation The use of the 


with skillful price adjustments wil! be expanded for some 


ao ean ee Oe CREE Guten at ee ooty 
pate Gaseee, Cieeainp capeaaey oe optimization of 
the structure. the product-mia. and the enter. 
prise structure 


We will go all-out to uenplement the double-eniry budget 
sysiem and take and effective measures to 
reduce subsidies We will make sure that different eco- 
nomic entities bear a fair share of the tan burden and 
create conditions to promote fair competition among 


this year and next vear 


In addition next year im conjunction with the lowering 
of the income tan rate for Mate-run enterprises we will 
go a step further to expand the pilot project to ‘separate 
taxes and profits Different formats will be adopted to 
guide the different types of enterprises that havc imple. 
mented the shareholding system on a trial basin We will 
continue to study the classified tax system which 1s based 
on the delineation of central and local administrative 
power and pilot projects will be set up im seclecied 
provinces and municipalities 
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t florts To Limit Production, Stockpiling Noted 


VOC BOQORR Beying JINGH RIBAO in Chinese 
26 Nov Vipl 


Article “State Council's Production Office Issues 
Report on All-Out Effort To Restrict State-Run 
Industrial Enterprises’ Production and Stockpiling”) 


{Text} 
the state-run 


to a public announcement 


ani 
cl 
: H 
<5 
it 
bbreriies 


In par 
ticular. provinces and municipalities like Gansu. 
Sichuan Yunan. Shanghai. Beying Jilin. and Nanjing 
fell far short of their stockpile-reduction goals 
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Statistics show that in the neat two months, reducing 
stockpiles will be very arduous All regions and depart. 
te ee 
to ) fesinect enterprises’ cont 

They should 


good 
that are determined to be hot-sell 


product-mia has been readjusted 


The State Council's Production Office's announcement 
of the state-run enterprises use of the three funds and 
the progress report on the cut-back will be printed on 
page 2 of this newspaper in a few days 


F 
i 
z 
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Shaanxi Economic Official Views State 
DleeO Ala Vian SHAANAT RIBAO in Chinese 
0 Nov Vi p? 


[Article by Liv Jiantang (049!) 1696 1016), director of 
the Shaans: Economic Commission “To Do A Good 
Job in and Medium-Sized State-Run Enterprises, 
We Need To Correctly Handle || Relations”) 
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following |! areas in regard to ideology method. and 


| We should correctly handle the relation between 
deepening the reform and changing mechanism and 
improving enterprises external environment To do a 
good job in enterprises. the most important thing 1s 


play to its role no matter how favorable 6, aot to 
Mention improving enterprises internal 

and tapping internal potential A third of large and 
medium-sized enterprises in Shaans: Province are well 


Changan Instrument and Meter Plant. the Qunchuan 
Machine-Too! Plant the Baon Bridge Plant the Xiber 
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state-run No. |, No 4, and No. 7 cotton mulls. The key is 
that they have implemented the production and manage: 
ment operational mechanism which is by 
aimed at efficrency, and based on market competition 
Because of this to do a good job in large and medium. 
sized state-run enterprises, we Must strive to change. 
deepening the reform, enterprise mechaniam to sui 
planned commodity economic sysiem 


2 We should correctly handle the relation between the 
difference of ownership and the revitalization of enter: 
prises Compared with enterprises of three capital 
sources. lownsiup enterprises. and collective enterprises 
in urban and rural areas. ‘arge and medium-sized state- 
run enterprises should be considered as advanced in 
ownership Currently their vitality is temporarily lower 
than that of enterprises of three capital sources and that 
of township enterprises The basic problem is not the 
ownership system The basic problem is that they have 
Not established a management system and operational 
mechanism suitable for the advanced system of owner. 
ship In addition to the advantages of lower taxes and 
preferential policies, the crucial point is that enterprises 
of three capital sources and township 
adapt to market ithon and 
environment and that they are full 
In these enterprises there is no “big 
“pron moe bow!” and “iron armchair 


zz 


: 
Hil 
a 


trously the policy of managing well and revitalizing 
and medium-sized state-run of 
government and the provincial 
government and really do a good job in and 
large and medium-sized state-run enterprises. we must 
establish and perfect as soon as possible management 
system and operational mechanism and fully arouse and 
develop the enthusiasm of the broad masses of staff 

the 


i 


i 


members and workers 


3 We should correctly handle the relation between 
master status of the working class and the deepening of 


and 
Quantity vigorously strive to increase efficiency. and pro- 
vide reserve funds for socialist construction 


4 We should correctly handle the relation between the 
revitalization and ‘death’ of enterprises Along with the 
development of the economy. the nse of 

level and the worsening of international and domestic 
market competition. most large and medium-sized state- 
run enterprises which can withstand the test will be able 
to do well and be revitalized A few enterprises. whose 
products are backward. management is disorderly. effi- 
crency «6 low, and stamina is poor, will be eliminated 
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during competition This conforms io the otyective law 
of development of things Of Course we should seek life 
from “death” and revive them after they die We should 
adopt different policies We should support those which 
can be and have the possibility of being revitalired and 
ve them necessary inpul to make them develop even 
and faster As for (howe enterprives which cannot 
survive, we should help them seek life from “death © If 
are really hopeless we should pul them to death 
wi any hesitation w thal we can use limited pro 
ductive factors in more urgent and cMovent areas 


§ We should correct!) handic the relation between 
external and internal factors Doing a good job in enter. 

involve internal and caternal factor External 

are conditions and internal factor are founda 
tions. The key to managing well enterprives lies in 
internal factors The fact thal under the same external 
conditions, some enterprises are managed well while 
others are not has fully proved thi pount While the state 
has done its best to provide a good external environ: 
ment, enterprises must look inward vnve to revitalize 
themselves, focus on relying on ther own efforts and 
enable themselves to get on the track of benign develop 
ment If they continue to wart instcad of making progress 
and simply wish only for state tas and profit exemptions. 
there will be no future and opportunity for them 


6 We should correct!) handle the relation between 
separating government functions and enterprise respon. 
sibilities and strengthening macroeconomn regulation 
and control Currently the main point of separating 
government functions and enterprise responsibilities is 
to free enterprises from the yoke of administration. 
enable them to become relatively independent socialret 
commodity producers and managers and solve such 
problems as various kinds of indicriminate appor- 
toning of capenses and indiscriminate inspections. 
appraisals, and administrative intervention Real mac- 
roeconomic regulation and contro! are still necessary. 
however Comprehensive economic departments at all 
levels and departments in charge of enterprises should 
focus enterpnse macroeconomic regulation and control 
on the implementation of industrial policies the coords. 
nation of reform measures the supers mon of enterprise 
income distribution. and the potential of capital 
increase They should do a good job in necessary service 
and coordination to accelerate the normal devclopment 
of enterprise production and managemen! and create 
good reform conditions 


7 We should correctly handle the relation between the 
planned economy and regulation by the market Enter- 
prises are the cells of the economy Along with the 
definite establishment and continuous improvement of 
the system of the planned cconomy there will he fewer 
and fewer command plans Production tasks and 
product sales will rely mainly on market Because of thes. 
enterprises should cater mainly to the market go al! out 
to move toward the market and voluntanly) adjust to 
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billion yuan—the equivalent of | O4 times their oper. 
ating funds and | & times their reported losses 


Moat of these losses were incurred after implementation 
of the contract management system From | 988 to 1990. 
hidden losses have doubled every year Nonetheless. 
many of these enterprises reported profits in their finan: 
cial statements during this period Enterprises conceal 
aveehe ted ay Ly A fixed quota is set for all 
enterprises under contract system, enterprises are 
allowed to retain all “s above the quota, wages are 
linked to profits, enterprises seck greater bonuses 
and benefits for their employees 


In addition, the phenomenon of transferring nce from 
the big to the small bow! is also quite widespread 
Currently, almost all tate enterprises are running one or 
more collective enterprises on the side Of the 76 state 


enterprises investigated, there is a total of 419 
subordinate vee—an a of 5.5 collectives 
per enterprise The financial tionships between 


enterprises and their collectives are also indistinct. the 
state enterprise often transfers revenue to the collectives 
to evade taxes or use the collectives to launder funds 
used for state enterprises’ unwarranted expenditures 
This has resulted in losses for budgetary enterprises but 
profits for extra-budgetary enterprises and is one of the 
mayor reasons why large. and medium-sized ——— 
have failed to respond quickly to revitalization ‘ 


If the state tres to save these enterprises by giving them 
even more assistance, this will inevitably create a vicious 
circle. resulting in more benefits for workers but still no 
funds for Furthermore. distributing exces: 
sive benefits to enterpnse workers has not only led o an 
ever increasing state budget deficit. 1t has also adversely 
affected the administrative cadres’ morale. and this is 
hot conducive to clean government 


92P 300364 Hong Kong CHING-CHI TAO-PAO 
/ECONOMIC REPORTER] in Chinese No 
’ Oct 91 p 10 


[Summary] In recent years. a new enterprise organiza. 
tional structure, referred to as “one factory, two sys 


part of the enterprise reform pr cess. This system per- 
mits public and collective ownership and their respective 
mrethods of management to coexist in the same state 
enterprise The state sector of the enterprise is i's main 
business and is run according to state planning. regula- 
tron, and management. The collective sector 1s run as a 
| and is mainly regulated by the market 


business 
system was created on the basis of need and has 


current economic reforms For instance. 1i has absorbed 
ization. 
has raised labor productivity. has made use of idle fixed 
assets. est 20 
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state assets, has eapanded eachanges of workers. tech. 
nology. and capital between the two sectors, and has 
become an important method for revitalizing large and 
medium-sized enterprises 


An investigation conducted by the Ministry of Finance 
has discovered some however In the absence 
of a clear-cut division of property m@hts. certain collec: 
tive enterprises have frequently been seizing state assets 
without due compensation. Profits in the state sector 
have thus been decreasing, while those in the collective 
sector have been increasing Because the government 
applies different policies and tax rates to the state and 
collective sectors, the enterprises offen arrange internal 
finances so they will pay the least amount of taxes 
Furthermore, without proper financial discipline. some 
state enterprises may also use the collectives as their cash 
box and squander the money earned by the collective 
sector 


To ensure the healthy development of this system, the 
state should st hen its financial control to prevent 
enterprises from shifting profits to the collective sector. 
should strictly differentiate the two types of ownership 
and prohibit uncompensated transfer of state property. 
capital. or other assets between the two sectors. and 
should establish collectives on the basis of state or local 
industrial needs to assist or supplement the state sector 
and produce sought-after goods that are in short supply 
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Bai Qingcai Inspects Shaanxi Natural Gas Field 
VICEO21I6B Vian SHAANAT RIBAO in Chinese 
17 Nov 9ip! 


[By Gao Xi (7559 0686 2699) and Liu Dong. 
ming (0491 2639 2494) “Natural Gas Field Seen as 
Engine of Shaana: Economy”) 


[Text] Governor Bai Qingcas and Cheng Andong. secre- 
tary of the Xian CPC Committee and member of the 
provincial CPC Committee Standing (Committee. 
inspected the development of the natural gas field in 
Yulin Prefecture and the Shenfu coal field in northern 
Shaan: a few days ago During their tour. they empha- 
sized time and again that energy from the gas field in 
northern Shaanx: will be the new ray of hope that may 
yet revitalize the provincial economy Organizations at 
all levels must seize the opportunity to develop the gas 
field and do a good job in providing related services. wo 
as to accelerate the pace of coonomic development in 
northern Shaan: a.4 the province as a whole 


The world-class gas field in the Shaanx:-CGansu- Ningxia 
basin has attracted intense international and domestic 
attention. Located in the heart of the gas field are 
Jingtman and Hengshan ( ounties. both in Shaana: Prov. 
ince. Starting next year. the state will select 20.000 
workers from five major petroleum prospecting burcaus 
including Changqing. Sichuan Zhongyuan Hanyang. 
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and the Geophysics Prospecting Bureau. and despatch 
them to Ji to launch @ masse ¢ at which 
point the development of the gas in forthern 


Shaana: will get under way across the board How to 
exploit and utilize the resources from the gas field as 
s00n as Possible has become a Mayor event that is of great 
interest to the of the province, which ic why Bay 
Qingeat and Cheng Andong made 4 special trip to 
inspect prospecting at the natural gas field and study 
ways in which Shaanai and Nian can quickly exploit the 
natural gas 


On %12 November, Gai Qingoai and Cheng —y 
inspected the prospecting at Shaanai Fields | 2, 5. and 4 

in Jingbian County, accompanied by Li Fengyang, sec- 
retary of the Yulin Prefectural CPC Committee, and Liv 
Zhuangmin, head of the Administrative Office They 
also heard a report by the forward command post of the 


Bai Qingca: said excitedly, “Oil workers have excep- 
tional combat capability that has contributed enor- 
mously to national construction The contributions of 
the Changqing Bureau to the latest mass campaign in 
Jingbian are the focus of world attention“ On behalf of 
the provincial CPC Committee and provincial govern- 
ment. ee eee $.000 
prospectors who took part in the Jingbian campaign 

expressed his sincere the tks He also cane ab 
that prospecting work would expand to the southern part 
of northern Ay RF HDB, for 


pecting. design. and pre-construction preparatory work 
» the single-pipe gas pipeline from northern Shaanxi to 
ian 


After listening to work reports by Yulin Prefecture and 
Jingbian County. Governor Bai Qingca: directed Jing: 
bian County to undertake several small projects in the 
chemical industry during the 
praised \ ulin’s proposal to 

industrial projects and said that the province would give 
strong support to turning Yulin into a new chemical 
industnal development area in the province Governor 
Ba: Qingca: stressed that organizations at all levels in 
Yulin must do their best to offer related services, and 
develop the tertiary sector revolving around gas field 
prospecting The gas field's total land use costs should be 


growing commodity grain anc non-staple food and peas- 
ants should be encouraged to develop the com 

economy and strengthen the collective A n of 
enterprises that require limited investment but pay off 
quickly such as brick, tile, and cement plants should be 
put together using skilled technical personnel and expe- 
nenced sales personnel selected from sectors like con- 
struction and maternal supply and tapping surplus rural 
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workers Stable non-staple food bases should be built to 
meat. eggs. milk 


and builds 
economic 


tiary sector ithe county as wall ante deve 
ment of and town enterprises Peasants 

be assisted in off and hecoming rich 
quickly so a8 to solve 


Bai Oingca inspected progress 
Huang the. Chone in Dingbian "Coonty cow © 


ae said that y 14 4 
in is a new ray rev economy 
of the entire province Xian tenn oom scientific 


Zhang Boxing on Shaanxi Township Enterprises 
DICEO2IGA Xian SHAANAT RIBAO in Chinese 
17 Nov 91 pl 


{Article by An Li (1344 5461) “Raising Shaanai Town- 
ship Enterprises to a New Level”] 


[Text] After almost a year of preparat ons, a four-day 
provincial seminar on township enterprise 
strategy opened in Xian on 13 November The 
proposed by Secretary 7) +7 - 
Committee, was the | Academy of 
Social Sciences and the province's Township and Town 


tf 


Seventh Five-Year Plan. 
development in Shaanxi a 


national average by almost 4 percent during successive 
five-year plans. the Sixth Five-Year Plan and 
Seventh Five-Year . that is, after the nation 
embarked on reform and opened itself to the outside 
world. state investment in the province fell almost 
percent below the national average | was in this unfa- 
vorable set of circumstances that Shaana: launched eco- 
nomic construction The result: Output rose | 42-fold in 
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Zhang Boring called on all (rades and professions to take 
af inlereet 16 tomnehy See pea 
thet development That way ot will fot be long 

those enterprises tebe uff 


Al the closing ceremony Vice Governor Wang 
sand thal Men) innghiful opmmvone and 
been aired of pul forward at the meeting 
will help gurde us from @ high theoretical 
fortulatc out long term 
Mine what muet be dome on the 
and even on the pent decade wrentifically end 

cally and copedstec the eustened Balanced stead) and 
healihy) deoclopment of tow neinp and town enterpriees 
wn Ue prov imce Meferring to the etvation fecung 
ship afd toen enterpreecs 
Vhuangt: card tha: the Faghth 
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coming de ade are a critical pened is Shaanai’s coo 
hom development Can the econome and 
social development plan be fulfilled as wheduled” Town. 


é 
aé 


shop and oer enterpriees hawe a vital hitoncel 
play By ccamcning on depth the development 
townhehip and town enterprises in the 1900's 
overall planoing thre yy pene 
for corret poloy making by provincial 
Mitter and provincial government Under the province's 
10-Vear Plan thew grow Projyected to 
reach 4° * tion yuan (im | 
year 2000 The strategn repon 
80 tilhon yuan Why’ The fire 
overall econom. development in the 
Shaans:s grow value of mdusiral and 
Ee beeen oe Se ee 
this century) « goal that would be 
township and town enterprecs Second. 
iRcheawes if peasants mmoomes By the end of this 
try. the Ger capite Se! moome among 
expected to bet | 000 yuan which also 
teach «fe lease out of accownt the earnings 
and town coterpree Thend out surplus rural 
18 propected to caceed | mulhon people im 
of ehom sould find a ob in a township 
put 








virengthen ult the fowndatron 
agriculture a 

eran Producto re Seed good pohows scrence and 
technology and invewiment Bur 

thon and application of scvence and 
search for funds on ad of agrn elture can do etthowt 
matena baw prooded by township and town enter 
prises Moreover we thowld we that there «9 til @ erde 
gap betecen the province and other developed prov. 
shoes and arcas | Sus owt townehup and town enterprien 
mutt dc. clop at a faster pace and do a little better m the 
1990's 


To acters « the de clapment otyectiwes eet for townsiup 
and i er coterpoece Wang Shuang. demanded that or 
comcenttate oo dong a goad job in these areas from noe 
on Adjusting the induetral etructure and eapediteng the 
opumeal coopfeuraton of caprtal goods Geepening 





MEhis on comstel areas and the iniermatronel marker and 
wee thes favorable conditrans to attract foregn ives 
ment and impor advanced and applicable nee tech 
eat eemntnny Sa pe parry 
to sell more products overweas Sooentifiy and tec haotag: 
toa) advances mutt be accelerated and enterprier quality 
improved 

During the called 
for better town 













levete in 

and town enterpriee: a: 2 big part of the revitalisation of 
the Shaans: econom) Man) prefectural and cownty com 
roy wortted ven hard town 
tector and quarter in wert) howld grt mvolved 
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To develop highway public transportation and 
virengthen highway transportation we mus 
virengthen management Afier highv ay) passenge: (rane 
portation began multhcompany) operation the ——- 
ment of passenger (ransporation has become more diff 
cult’ Departments in charge of highway transporation 
should virengthen functions exercise strict control and 
enable various means of transportation to coordinate 
closely with cach other, develop im 4 coordinated 
manner compete rationally promote cach other and 
enliven passenger transportation (Mherwise the phe 
nomenon of tangled warfare on Route $9 wil! ensue 


Highway passenger transportation is an important issuc 
— the people's livelihood and production in 
urban rural areas Departments concerned must 
work comscrentiously from both macroeconomn and 
Microeconomn aspects exercise careful contro! and 
solve problems as they arnwe They should not wart till 
problems pile up when there are troubles and lowes 


FINANCE, BANKING 


World Bank Loans Total 1.5 Billion in 1991 


00 £01908 Bene ZHONGGUO TONGH UNG 
BAO in Chinese 11 Now Ol pt 


[Article “The World Bank Lends $! $8 Billion to China 
in Fiscal Year 1991") 


Text) In fiscal year 199! the World Bank extended 
| 58 billion in loans to China The loans were targeted 


agricultural credits transformations in 
town and village enterprises indusinal devel. 
opment development of cities. development 


of research in core educational subjects municipal con. 


ded a total of 
7 $ bilhon. Africa 


and the Caribbean received $5.2 billion. Loans to Asia 


watu By the end of June 199! 
China totalled $10 615 bilhon. with the funds used to 
support construction of 9} wems The World Bank's 
fiscal year 199! report ported out that the Bank's Asian 
loans mm 199! were primarily targeted mm four areas 
Restoring macro-economic bdalance and supporting 
structural reforms in order to stimulate growth in the 
privatized economies ing a branch department 
mode! that would be tasked with working to 
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In its fiscal year 199! also 
provided statistics compiled in accordance with World 
Rank accounting standards to show the levels of poverty 
mn China and India ee © S Se 3 
198) 196 millon Chonese lived at or below the 

level (20 percent of the population). and by | 989 this 


at or below the poverty level between 198) and | 984 
and the ratio decreased to V) percent of the population 
between 198) and | O88 


Journal Reviews Foreign Debt Strategies 

VC £00644 Boyne C AIMAO JINGIT [FINANCE AND 
TRADE ECONOMICS) in Chinese 

No 0 11 Sep 91 pp 40-44 


(6223 2737 2052) and Hu 
2) of the Guangzhou ( ollege 

’ Chores for 
During the 


jArtcle by Tan Z 

x (si70 13010 
for Financial = ‘China's ' 
Incurring. | sing. and Repaying Foreign 
Exghth Five-Year Plan”) 


[ Text} The introduction of foreign capital to supplement 
funds ill be an important tactic im the successful 
implementation of China's | 0-year program and Esghth 
Five-Year Plan During the pernod of the Eighth Five- 
Year Plan China will be incurring even foreign 
dem. and. at the same time, will be & peak 
repayment penod for foreign debts incurred in the past 
Consequently there 1s an urgent need to investigate thei 
assumption use and repayment This article reviews 
some the ideas on thes subject and proposes several 
policy recommendations 


1 Wy 4-4 h ty ha, a 
ment of Foreign Debt During the Seventh Five \ car 


| Assumption of foreign dett during the Seventh Five. 
Year Plan First, looking at the rate of increase. we see 
that the wze of foreign det during the Seventh Five- 
Year Plan went from a balance of $15 8 billion mm the last 
vear of the Sucth Five-Year Plan to $441 From | 986 to 
1990. the balances were $21 48 bilhon. $4) ) bilhon. 
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respective year an average annual increase of more than 
‘0 percent Second, eae the foreign debt struc. 
ture we can see the 1) Sources During the 
a. ae Plan. money > = from Japan. 
one Singapore accounted imately 
three: of China's total foreign debi coun: 
inves and regions accounted for the remaining one- 
fourth Preferential loans from international financial 
organizations and foreign governments steadily 
declined, while tial commercial loans 
steadily increased Noncommercial loans declined from 
48 2) percent in 1986 to below WO percent, while com- 
mercial loans during the same penod 
647) percent to more than 70 percen 
whedules During the first 
Five-Year Plan, short-term debi accounted for 


i 
; 


Crerman mark Hong 
rights currencies for less Ww 

During the Seventh Five-Year Plan. approximately $0 
percent of the foreign debt had floating interest rates 
Around $0 percent of total foreign det had low interest 
rates of 8 percent, 40 percent had moderate interest 


rates of 5-10 percent, and a very small amount had 
interest rates above 10 percent 
) (se of foreign debt during the Seventh Five-Year 


Plan First. in looking at the investments for which 
foremn debt was used, we see 

Five Year Plan « was chiefly used for key domestic 
construction progects. for enterprise technical renova- 
tions. for basic infrastructure such as energy and trans. 
port as well as for the import of raw and semifinished 
maternals tech _ and equipment. for the import of 
production lines consumer goods and home-use 
clectncal apphances. and for technology and equipment 
needed for tertiary indusines According to incomplete 
statistics. construction projects. machine-buriding. man- 
ufacturing. and durable consumer goods industries 
accounted for approximately 60 percent of the foreign 
funds that China had to borrow during the 
Seventh Five-Year Plan and semifinished mate. 
nals and other industnes accounted for aoroxmmate!s 
20 percent. agnculture for around $ percent. and educa- 
on. publc health, urban renewal and other social 
des clopment projects for around 7 percent More than 
S® percent of the total number of projects funded by 
direct fi commercial investment were production 
projects than 90 nsercent of these funds were 


invested on industry More than 40 percent of the total 
number of projects were nonproduction projects and 
approximately 90 percent of these funds were invested in 
such things as commerce. toursm. hotels and apart. 
ments Second. in looking at the benefits of using foreign 
debt we see that it played an extremely important role in 


: 
z 


advancing China's economy, but there were sll 
number of problems According to data from 
tative surveys by the Bank of China, some ha 
foreign debt to import such things as color 
Production lines. equipment that some sectors 
using large amounts of foreign exchange ended up 
plus idied. and even discarded due to poor 
lack of complete parts too much foreign dett was 
to build capensive horels and restaurants and 
imported passenger am lusury goods and 
consumer goods and some sectors only used 
to IMport technology and equipment without 
altention to their assimilation and absorption and 
them as a source of innovation Asa result. they were 
unable to use foreign det to achieve the anticipated 
increases iN production increased caports, and a balance 
between revenue and capenditures on proyects where this 
has been difficult to attain 


\ Repayment of foreign det during the Seventh Five- 
Year Plan First, in looking at the repayment of foreign 
de principal and interes: between | 986 and 1990. we 
see that $6 2) bilhon. $5.) 2 bilhon. $7 18 bilhon. $17 11 
bilhon and $17 bilhon were pad cach respective year 
The total amount repaid came to $52.64 bilhon, an 
annual average of $10 528 bilhon Second. on looking at 
the main part of foreign deh repayments we sec that the 
portion incurred and repaid by the government dechned 
while the portion incurred and repaid by enterprises 
increased For crample in | 988 foreign debt incurred 
and repaid by) enterprises was 46 $9 percent of all 

dem up from 418) percent in 198° Foreign 
incurred by the government but repaid by enterprises 
was 25.3) percent of all foreign dem. up from 2467 
percent in 198° Foreign dem mcurred by the govern 
ment and repaid by the government was 10 |) percent of 
all forewgn dett. down from 13.11) percent in 1987. « 
decline of } percentage points 


In light of the preceding description of the assumption, 
use and repayment of foreign det during the Seventh 
Five-Year Plan we sec that the wre of Chona’s foreign 
det was controfied within the scope of its capabilities. 
that the det structure and the investments made were 
reasonable and that repayments were fairly evenly die 
tributed over tome China still faces a serous situation, 
however as certann unfavoratlc factors contenuc to 
increase and are restraining our economn development 
They are making tt more difficult for us to effectively 
control formgn dett and successfully get through the 
peak repayment penod These problems arc primary 
manifested as follows 


|. Ilmmoderate increases in the overall ave of foreign 
dedi « ady increases in short-term foreign debt. gradual 
shortening of repayment schedules and the tendency for 
interest rates to rise There 1 obwrously a large contrast 
between the rate at which China's foreign det has 
increased and the rate at which our economy has grown 
From (986 to 1990 the average annual imcrease in 
foreign debt was more than 2° percent During the same 
penod there was an average annual mcrease of 10 
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Except for 1989. the annual average was below 90 
percent There are no additional reasons why the eaport 





for a very large 
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ings 
labor services will be fairly large, the 
and the total amount is small Under 
we have to maintain some leeway in 
debt rate 
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} Repayment debt rate should not exceed 
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year and the total volume of exported 
services It measures a country's 
repayment during a specific 
accepted safety limit 1s 20 percent. 
situation 1s that there is little flex 
during the Eighth Five-Year Plan, 
deal of mgidity in umport trade The 
culty of mammtaning a trade balance 
our capability to repay 

would be appropriate to set 


penod of repayment for more than 10 years of foreign 
borrowing would last straight into the 
Plan from the Seventh Five-Year Plan From | 
| 988 Jurong the Seventh Five-Year Plan, 
foreign debi repayment was $6 18 bilhon During the 
same years op ee Se ee Sa 
from the cxport of goods and labor services was 
bilhon The repayment debt rate came to 19.3 percent, 
almost at the internat accepted limit I 
when det repayment was $17.1! billion and 
earned from caported goods and labor 
was $31.9 bilhon. the repayment rate leaped to 536 
percent Thrs makes clear that a repayment rate fixed too 
low 6 unrealistic, but 1 should in any case be held to 20 
percent or below 
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(2) Sensible investments from foreign borrowing Sen- 
sible investments from foreign borrowing refer to the 
need to consider the national economic devel. 
opment strategy which calls for foreign cap- 
ital to develop the most essential areas of the economy 
that will better enable China's industnal structure to 
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exports y. the ultimate use of foreign bor. 
rowing during the th Five Year Plan musi, in com- 
pliance with state indusinal policies. focus on produc: 
tion-oriented investments They absolutely cannot be 
used for consumption of covering financial deficits and 
overstocked foreign eachange goods The key here is 
determining what investment standards will obtain the 
most optimum results Civen China's present situation, 
the use of foreign borrowing during the Eighth Five Year 
Plan should meet the following tlandards 


| Projects contributing to the improvement of productive 
capacity China is a developing country The strength of its 
productive capacity hinges primarily on investment in 
infrastructure This is why infrastructure projects in sec: 
such a8 energy. communications, transportation, and 
should become the focus of invesiments 
foreign borrowing Developing the infrastructure will 
relveve the energy and transportation crises, it will 
ve impetus to developing the economy as a whole 
during the last few years. we have not been able 
approximately WO percent of industry's produc- 
solely because of energy shortages This us an 
large wast’ of productive capacity Large. long- 
infrastructure investments which we lack the capacity 
to repay have in themselves a substantial influence on our 
capacity to repay foreign debts Provided we become 
thoroughly familiar with the pace of investment in hight of 
orginating channels time limits and foreign borrowing 
structure and have in mind the overall benefit to the 
national economy. repayment can be guaranteed For 
example. loans from foreign governments and credit from 
mternational fund organizations could be applied toward 
projects in energy. transportation and communications 


Hit 
ftp 


iii 


2 Projects contributing to the rational use of energy 
China 1s a country relatively nich in maternal and man. 
power resources When making investments from for- 
eign borrowing. we should take this into conuderation 
by mainly developing indusines with energy potential 
and labor intensive industnes for crample by allowing 
foreign businesses to invest directly in textile, 
machinery. electronics. and mining projects 


3 Projects contributing to sirengthening our ability to 
earn foreign exchange export In incurring foreign debt 
we should not simply consider repaying the principal 
and interest. we also must consider changes in economic 
patterns. For a long time. China's economic patterns 
have been domestically onented The, have limited 
further improvement in productive capacity During the 
past 10 years, we have been in the process of shifting to 
an export-onented cconom) Faploiting those sectors 
where we have the advantage in international market 
competition is essential to increasing our sources of 
foreign exchange and in improving our export products 
capacity, for example by using foreign funds to invest mn 
projects for raw and semifinished industries. light indus- 
ines, and the teatile industry 
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time, we should continue to vigor- 
services, international 


ously develop the export of labor 


} Conversion of part of the principal and interest of 
foreign debi into capital International debtor nations 
have used this debt conversion method in recent years to 


exchange funds that have been retained 


11l) Implementation of Policy Proposals on 
Foreign Debt During the Five-Year Plan 


Based on the China's current situation, the following are 
our policy proposals for ensuring proper assumption. 
use. and repayment of foreign debt during the Eighth 
Five-Year Plan. for making better use of foreign funds in 
developing the country’s economy. and for successfully 
making it through the peak penod of repayment 


incurring foreign debt for a relatively short time and 
therefore lacks experience in regulating foreign debt and 
has not established authoritative organizations with cen- 
tralized control Its regulation is dispersed To impose 
strong organizational leadership over all foreign det 
activity, we propose that the State Council establish a 
“foreign debt regulatory committee” with participation 
by the State Planning ( ommussion, the Finance Min- 
istry, the People’s Bank of China, the Bank of China, and 
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imeome do the “three indiserminations” take up” 
‘Nobody knows but indiscriminate fee collection, appor- 
Honament and fines have become public evils, and the 
dangers (hey Dring to society and economy are obvious 
Larier we listed the fees imposed by the central, pro- 
sincial and municipal governments and 

but we ded not leet the fines and the ° " Por 
csample, 1 «s reported that in a village in Shana 
Province s Yuor City, 
thew cars through the v mn or 
makeshift roads, as well as a maintenance fee In 
months time the village has collected 


The village party committee chairman 


‘three indyscromunations” have become social evils 
despite repeated efforts to stop 
polkoes and the financial 
role For example. imadequate fined ~ dyn 
dards and permission for the units and indi to 
carn ther own income are the root causes of the “three 
indyscrminations’ and are also the mayor causes behind 
the decline in economic efficiency and reduced govern- 
ment income (3) Enterprise contracting and inflation 
have shifted state-owned to individuals and 
have turned a large portion of the income generated by 
‘tate-ow ned assets into contractors’ income and through 
the contractors’ into personal income In addition, 
devaluation of state-owned assets has diverted sta te 
moome to individuals 


Ihe decentralization of financial resources and the 
dravning of financial capacity are caused entirely by the 
crusting pohores The current distribution policy 1s one 
that encourages private accumulation, and it also causes 
ihe state-run economy to be emptied while personal 
accumulation os berg increased, and 
increasing om wealth, the state is 

These phenomena completely violate the conditions for 
socialist economic development and must be changed 
The solution hes in the resources 
and straghtening out the distribution relationship 
between the state and enterpnses and between the cen- 
tral and local governments Specifically (1) We should 
dissolve the extra-budgetary income and set up a central- 
red graded pubhc finance system and implement dou- 
bic-entry budget contro! We should put all distributions 
related to the exercise of state functions the state's 
centralized financial administration (2) We should 


abolish the very damaging oe and 
-entralize the sources and the standards of supply 
All superstructure organs should be barred from making 
money on ther own. and all mcome received in the 
exercise of state functions must be handed over to the 
financial administration at that level—‘“turn in every- 
‘hing captured’ —to ensure an honest government (3) 
\l) income generated by the collection of statutory fees 
and fines should be centralized 


| We should centrale the financial power and 
strengthen macro control The draming of financial 


2 


the decentralization of financial power are 
lt 8 @ policy ieeue and 6 a theoret- 
issue, OF We CaN EVER say thal it 8 & wrong policy 

people who 
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share of the disinibution and whoever has will 
have wealth at his direct disposal Asa result, top to 
. everyone who has power ines to make money 
1 turns distnibution into a means to make money, 
if one increases income It seems ONE Can get Ncher, 
the more income-gencrating projects. the less 
there is (3) 1) speaks of macroeconomic regula- 
and direct contro! in the same breath If we look at 

of decentralization of financial power, we 
three situations 


f 
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(1) The State Planning ( ommimmon i interception 
‘s State Planning ( ommisnon is not what it 
It in fact no longer performs its functions as 
state's planning commission. that is, i no longer 
implements macro contro! and maintains overall bal- 
ance Instead, it 1s intercepting some of the financial and 
banking organs power and 1s taking part in middie. and 
micro-management and is meddling with investments 
and commodity supply As a result. the cconomy is 
chaotic at the macro level and lifeless at the micro level, 
and we have surpluses and shortages at the same time 
The State Planning Comm ssion is seizing financial 
power and meddling in such things as energy and com- 
munications funds and investment-direction tax outside 
of the regular state revenue channels 


‘iy 
od 


(2) The departments are being dismembered Today all 
departments under the central govenrment must make 
money on their own and take over some financial 
functions This has separated the centralized financial 
distribution into different funds and the income contract 
system. severing the internal relationship between the 
financial and economic processes and it has turned the 
state's financial function into the departments function 
Except for the petroleum petrochemical. coal. iron and 
steel. nonferrous metals railway and foreign trade 
depari'ments which have entered into contract by the 
whole staff other departments have set up many so 
called development funds and exploration funds Some 
funds are collected as surtas (such as education surtan). 
some are taken out of the profit and income from sales, 
which in fact means levying a circulation tax on top of 
the income tax Today. 1 «6 also stipulated that some 
large- and medium-sized state-run enterprises must set 
aside |-} percent of their income from sales as develop- 
ment fund and this levy is even steeper than the value- 
added tax Asa result. surplus value (that 6. net income) 
which should be at society s disposal 1s being seized by 
the departments and cnierprises under vanous pre- 
tenses. and state revenucs naturally dry up 
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system are taking apart the functions, tearing the finan. 
cial function into pieces and turning them into personal 
power The depariment heads. and bureau 


showed that | 3.965 billion yuan were issued Since not 
accounting figures are available. in order to 
consistent, this article will use only the budgeted 
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2. The debt income for 1985 was 8.985 billion yuan, 
which was used to remedy 6.82 billion yuan's worth of 
financial deficits, and the balance of debi came to ) 162 
billion yuan 


}. See RENMIN RIBAO |) Aug 1990 


4 See RENMIN RIBAO 7 Aug 1990, JINGJIRIBAO 1) 
~ ooo JINGIT CANKAO BAO 17 Jul 1990 and 18 
eb 1991 


5. See JINGJI RIBAO 19 Sep 1990 
6 See RENMIN RIBAO 3 Mar 199! 
? See RENMIN RI BAO |! Aug 1990 


& The contract, lease and shareholding systems serve 
double-duty They can be management formats under 
the public-ownership system. but they can also be means 
of personal accumulation These economic formats are 
also widely used in capitalist economies. and we must be 
very careful about the direction of development of these 


management formats 


Causes, Solutions for Debt ( hains 


HK3110141091 Beying QIUSHI in Chinese No 18 
16 Sep 91 pp 20-32 


[By Shao Qihui (6730 1142 1920) “Causes of. Solutions 
to, Current Debt Chains”) 


{Text} Under the conditions of maintaining credit in 


At the end of | 987, debts incurred by enterprises in the 
country amounted to 27 billion yuan At the end of | 989. 
they increased to 124 billion yuan. In 1990. the state 
paid out 50 Shon yuan to start the overall clearing of 
debts throughout the country Some 160 bilhon yuan of 


the aggregate amount of outstanding accounts between 
enterprises and people increased 20 billion yuan over the 
preceding year Not only was there no solution or 
breaking of the debt chains, but they also increased in 
weight all the time. Since 1991. the situation has wore 
ened The planned input of investment funds did not 
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credit and cannot consiously accept contractual resin: 
trons In commodity transaction relations between enter: 
prises. the of imperfection in the legal system 
and clearly cxvete For example, at times 
transactions are hot accompanied by agreements Where 

fo Provisron is made for penalties 
of a violation of the agreement's terms Asa 
8 ho way of ENeUrINg Prompt settlement of 
goods delivered In enforcing the economic 
is the problem of nonobservance and loose 
of laws The result is that. in commodity 
trons. nonpayment of delayed-payment of 
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FE 


paying the seller of goods but rather 
yer in delaying or even neglecting settlement of 
accounts This is an important yp tay 
prevalence of delayed settlement of nonsettioment 
debits in society at large 


4 Failure to thoroughly implement the industnal policy 
and existence of irrational industna!l and product struc- 
tures are also deep-seated causes for the formation of 
det chains In the case of products whose development 
ty 4- + -—s. the industnal policy. 
because of the lack of corresponding and 
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tion to continue then production | nder 
toms. nonmarketablie products cannot be 
and will te up large amounts of energy and 
nals These products cannoi be sold and ha 
stockpiled Al the same time 
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5 In the course of the changeover from the old to the 
new structure the special stature of macroeconomic 
regulation and control breeds the social environment for 
the growth of dedt chains During the transition from the 
traditional structure to the new structure. there is an 


which unly cause imbalances in the economic gross 
volume but also make it difficult for the industnal and 


once the channel of the enterprise borrowing from the 
banks 1s blocked enterprises insufficrent ability to pay 
will be clearly exposed and the atmosphere of mutually 
delaying settlement of accounts will appear 
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and marketing conditions 
feaiment to projects and enter 
First, in the investment 
from clearing this source 
vestments According to a 
area, debis on the side of capital 

account for 25 percent of ‘he grows 
indebtedness caused by the gap in 
investments 1s one of the end links of the 
if the construction unit can repay its debts it 
ively facilitate the solution of the whole 
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and projects 
maternals central and 
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equipment and in construction work. and thus open up a 
the debt chain Second. for enterprise losses 

deficits which are of a “policy” nature. financial 
subsidies should be promptly resoried to If local finance 
1s incapable of providing the subsidy. temporary mea- 
may be adopted. such as granting bank loans to 


to be ' 

early solution by such measures as closing suspending 

1ON. Merging. and changing the enterprise to other 
lines of endeavor In the event that the enterprise 5 avects 
cannot offset its abilities. then. under the conditions of 
setting up an adequate social protection system the 
enterprise should be declared bankrupt according to law 
Third. regarding debts caused by stockpiled finished 
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products, in the case of en whose products have = should simulianeously quicken the steps in similarly 
been unmarketable for years bul which have meanwhile = opening border s By pushing the to the 
continued production and caused of products —s outside world with various special features on an 


duction. be merged with other enterprises, or shi 
other lines of work, of even declare in 
cave of energy, raw materials, basic machinery 
products, and daily necessities which have been in short 
supply for ap 
should be not to 
idle In the case of enterprises whose product 
temporarily stagnated, the 
vided with loans at preferential 

increase the circulation of their products and enhance 
their reserve funds They should concentrate more on 
adhering to state-run commerce and materials 
enterprises Their circulating fund reserves be 
expanded in a planned manner and the holding up of 
funds by their finished products should be reduced to the 
minimum 


Simultaneously with devoting efforts to | 
indebtedness. importance should be 
venting new gaps in funds In this regard, it 1s especially 
important to resolve the problem of the enterprise's 
self-owned circulating funds. In the case of new 

in operation, there should not only be no gap left in the 
capital construction investment, but circulating funds 
must also be prepared well in advance in accordance 
with demand In particular, the projects’ self-owned 
circulating funds should be up to the stipulated ratio. 
With to the problem of enterprises being generally 
short of self-owned circulating funds, we should start 
from reality and adopt appropriate measures to make 
enterprises replenish and increase their self-owned cir- 
culating funds 


2 2 ae © an 2 © ae 0 ee 
preventing new debts. there should be 


between production and 
of sales promotion schemes 


stockpiling 
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Realizing the smooth flow of commodities naturally 


reduces the stockpiling of goods. and this will help in 
clearing indebtedness. production enterprise should 
do the job of marketing well but, more importantly, i 
should rely on the circulation channel provided by the 
commercial and goods-handling systems. In particular, 1 
should have long-term and stable con relations 
with the latter to enable and marketing 


the value of products. 


Ai the same time domestic trade 1s activated, we should 


attach importance to developing foreign trade In con- 
tenuing with the opening of the coastal regions, we 


pele a Cae’ pea 
integration of domestic and external trade—to 

the benign progress of uction and circviaion. 
Regarding the western northern regions, we should 
actively push economic and trade development with the 
Soviet Union and countries in East Europe, expand the 
scale of imports and exports. open up the channels for 
sale of commodities. and, by reducing large stockpiles of 
goods in warehouses by means of external sales, solve the 
problem of outstanding accounts 


3 Clearance of debts must be closely combined with 
readjustment of the indusinal and product structures. At 
present, it must be principally integrated with the activ- 
ities of penetratingly pushing the development and 
ee of the “year of quality, vanety, and efficiency.” 
e must emphasize making economic effects 

change the measure of sumply seeking growth in the 

of output value and volume. but proceed 

market demand If an enterprise's 
able, the enterprise should be given 
aged to increase production. 

is nO market demand for iis 
resolutely curtail or even stop product 
stockpiling of finished products Seen from 
angle, readjustment of product structure must be made 
on the basis of market forecasting and a rational indus- 
trial policy, making cach a 
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readjustment of the product structure This 1s the 
mental plan to prevent the stockpiling of finished prod- 
ucts and to prevent enterprises from owing each other 
money for buying and selling of goods 


4 We should improve and perfect the settlement form. 
strengthen the legal measures concerning settlements, 
and ensure a good performance in clearing old debts and 
preventing new ones. It is necessary to revise and 
improve the settlement form of “receipt and payment by 
proxy,” and, through its organic union with the use of 
commercial bills of exchange and bank settlement drafts. 
improve and perfect the financial settlement system 
between enterprises. In using the form of “payment and 
receipt by proxy” to clear off old debts, particularly when 
beginning with the commencing debtor. there must be a 
Provision permitting an increase in the loan scale so that 
when enterprises are temporarily shor of funds, they 
may use commercial bills of exchange and bank settle- 
ment drafts as mediation means. but the payer must pay 
interest charges and penalty fees for delayed payment 


We must criticize the ideology that it 1s perfectly reason- 
able to owe people money. we must make people under- 
stand that repaying a debt 1s an unalterable principle and 
that to not repay a debt or to delay repayment without 
reason is an unlawful act. Al the same time, as soon as 











banks from dealing in securities Thus, the banks 
indusify Moved 4 giant step closer to providing 
services 


The pace of Japan's liberalization of the banking bus: 
Hess is HOt as great as thal of the United States Although 
the new banking law implemented in April 198) per: 
mitted banks to pul a foot in the securities Business, i 
was only on a limited scale. For example, i permitied 
banks to bu) end sell negotiable securities. bul it limited 
them sole) ou ying and selling of negotiable securities 
for the purposes of investment of against customers’ 
written orders for securities and final settlements Cur: 
rently, Japanrse banks are irying to enter the securities 
business furioc: 


1 Hong Aong Hong Kong's banks do mostly three kinds 
of business: (1) take in savings, (2) issue loans, and (3) 
provide related services Not only has the range of their 
savings and loan business capanded steadily. bul the 
range of activities they conduct in the name of related 
eoryroes 1s dazzling From the standpoint of their recip 
wonts, these services may be divided into two broad 
categories. In one category are the special business 
services they provide individuals These include the 
following t of leases and rent collections for 
customers. buying and selling real estate and buildings. 
and preparations to construct housing. rental of safe 
deposit boxes. oi up “special plan accounts” for 
monthly payments of salaries on behalf of customers. 
various separately handled plan budgets to be used for 
property purchases. vehicle purchases. travel. children’s 
education, and house rental They also provide “auto- 
matic account transfer services” for staff members and 
workers, receiving their customers salaries and smulta- 
neously handling automatic payments for savings and 
transfers (gas. water, and electricity payments, other 
bills) The other category 1s an onentation toward special 
services for industries and businesses In addition to 
handling overdrafts that are more flexible than run- 
of-the-mill loan business most Hong Kong banks also 
hardie various types of remittance business, arranging 
for the marketing of companies share certificates. and 
providing services in the form of handling promissory 
notes, insurance. credit. consulting. and financial advice 
for importers and caporters Some financial corpora. 
tions also buy and sel! certificates of deposit. discount 
commercial paper. prepare plan and underwrite share 
certificates. debentures. and commercial paper. conven 
European currencies and the | nited States dollar. and 
deal in gold. One might say that they provide all- 
encompassing services Molhing wanting 


2. New 


Today in large International 
Banks Services 


of Full 


The range of services that large international commercial 
banks provide has steadily expanded in recent years to 
become more comprehensive and compictc These banks 
not only do traditional commercial bank business but 
engage in other financial activities as well, such as 
investment bank business mortgag: 
insurance business and. to a certain cerent 


hank business. the 
even business 
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of a nonfinancial nature This business of nonfinancial 
fature includes the leasing business computer services 
investment advice, and professional guidance etc They 
ate also steadily Hew business services to satiely 
the different needs of their customers For caample take 
the American Cittoorporation whose business activities 
include institutional banking. including both individual 
bank business and investment bank business In recent 
years, this corporation has siriven to diversify its ineti 


tutional banking business. prov electron trading 
and) services worldwide . petro: 
leum . and p trochemical businesses. while aleo 
prov customers interest fate and currency transac: 


trons, and leasing services In the banking business for 
Private individuals, this corporation has mostly pro- 
vided savings and loan services. insurance and bank 
| cards, stock brokerage services. buying 
of securities. and investment management 
while in Germany the ability of the banks 

y diverse range of services in the 
| about a swift development of 
the retail business Their individual customer business is 
changing with each passing day One can say without 
et sector's 
for credit and the increase in the capacity of the 

to provid> savings is inaugurating a ‘great 
savers” in the banking business 
| service that the banking business pro- 
diversified needs 


$2 
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+ Advantages of Full Service Banks 

Generally speaking, the full service banking system ben- 
efits customers. banks. and the economy For individual 
customers, the advan that full service banks hold in 
providing full services means that the ind). 
vidual customers do not have to deal with several 
financial institutions. In addition, when the banks 
understand all of their customers financial decions 
hot only can they provide them with savings accounts 
but also with wage and secure accounts, thus, they can 
provide investment recommendations and financing 
that is very much in keeping with individual customer 
needs oF they ware 0 epuntaliond tanh they could also 
provide recommendations to individual customers 
within the limits of their own bank, bu! this would not 
necessarily be the best choice as far as the customers 
were concerned However, full service banks can choose 
from the gamut of financial services the one most surted 
to a customer's needs 


For business customers. the ability to obtain full finan. 
cial services from a bank 1s even more wonderful They 
can obtain from a single bank any of the diverse services 
they need Businesses that are able to iweuc debentures 
and that desire to cxpand their capital through the 
issuance of debentures need not contact vwveral financial 
institutions for this purpose The clow cooperation 
between a debenture-issuing financial institution and a 
debenture-issuing enterprise enables the financial inet 
tutvon to make an accurate judgment about the business 
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financial situation how ite Business is > and its 
quality control Thus an enterprise can get all kinds of 
help from @ fmancial ietituvon 


In addition, the advantage of full — 
activil) fora Bank iteelf lies in its being able 
fesulls of Businesses if Ofe sector + 
another This inereases the of the bank's 
profits and i imereases the security of assets and cus 
tomer con 


| bull Service Banking Is an Inevitable in 

inrgs © Sevetapmens ene te the Ovtelide 

Wh) do we suppose that full service banking is an 
opening to 


inevitable need in Pudong’s oe and 
the outerde world’ This is on 
following three regards 


1 


First i on termes of thought On Podose 
ane thought for the of the 

strict, an international and modern onentation cues elite be 
adhered to in order to bri La ape oy be 
way of raring funds The new district's perfor. 


mance will be umproved by linking up domestic 
foreign commodity and key production element mar- 
kets and by perfecting the economic 
nism through the reconciliation of 
customary international practice and the domestic man. 
agement system. In short, the New Pudong District's 
development will be externally onented. multifunc- 
onal. and modern 


Second is in terms of policy measures 2 aS 


, 


and Taiwan can directly invest in the district, including 
in industry. transportation and communications, 
finance information. and the real estate business They 
may also invest in the rey - technology parks 
Foreign businessmen may issue debentures and 
share certificates, and trade in table securities in 
both the district and abroad W doubt. the new 
district. the new situations, and the new methods will 
necessitate banks’ providing new services 


Third os on terms of fund raising, financing and making 
final settlements The New Pudong District has nearly 
109 class two branches of vanous banks and 
subordinate financial institutions existing finance 
and banking «6 not bad to be sure, but with the gradual 
construction and development of the New Pudong Dis- 
tinct the increase m producing enterprises, and an 
increase on the scale of production, the need for capital 
will be huge Thos will urgently require that financial 
institutions raise capital and do financing through mul- 
tiple means at vanous levels and through numerous 
.sannels in order to insure the availability of funds In 
addivon as international trade and international con- 
lacts increase imevitably financial institutions will be 
needed to help with a multitude of transnational cur- 
refncy receipts and payments 
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To summarize the foregoing, the provision of full 
banking services has become an inevitable necessity for 
Pudong's development and opening to the outside world 


on bull Services ‘ 
bieveloponent ond Oponten to the Ovtslae Werke 
Since April 1990, 10 Chinese-owned financial institu: 
tions have established branches in Pudong These 


imelude the Bank of China, the Bank of Commerce and 
Industry. the Bank of Communications, The Bank of 





's Insurance ( orporation, 
= the Pacific Insurance Seeman in accor: 
Spe a pening thet Pudong 's devel- 
opening to the outside world. some foreign: 
Don venture financial 
institutions have set up Within the short 
period of just several month. iwo Sino-foreign joint 
venture financial corporations have been established 
there, and a Sino-foreign joint venture international 
bank has been approved In addition, six foreign owned 
banks. including (ity Bank have been authorized to 
establish branches and financial vanguards in Shanghai, 
thereby creating a fine fund raising and envi 
ronment for ‘s development. Currently 168 
having a total capitalization of $3 billion and 
$1 $ billhon in foreign capital are being negotiated 
a iit in the New P District’ Thirty-sia of them 
have approved contracts Taken with the pre- 
vious ones. Pudong now has 7) three kinds of partially or 
foreign-owned enterprises (Footnote “Cultiva- 
tion for a Fine Tomorrow,” JIEFANG RIBAO, 17 April 
1991, p 1) ft can be predicted that the burgeoning 
financial business that provides full financial services 
will add wings for a takeoff to the Pudong District's 
development and opening to the outside world So how 
should ‘s financial institution's full banking ser- 
vices be envisioned” We believe as follows 


| Need for the opening of new fields in the savings and 
loan business 


The realities of Pudong’s development show that a 
continuation of traditional financial services in Pudong 
will not do Take the savings and loan business, for 
example As the modern economy has developed, its 
form and scale has widened astonishingly Enterprises in 
which foreign businessmen have invested will be a 
substantial economic component of the New Pudong 
District. in addition to which new methods such as the 
wholesale leasing of land and the retention of spot 
exchange will require a whole package of capital and 
foreign currency savings and loan services for the 
amounts, kinds of currencies. and types of savings and 
loans involved Therefore. new approaches will be 
required for the different kinds of savings and loan 
services, including individual savings of capital and 
foreign currency. business savings and loans. the buying 
and selling of foreign currency equalization, and the 
formation of Chinese-capitalized and joimt venture 
financial group credit funds. etc. Recently the first 


cao or Sino-fores 
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Conese Snqnat qua mines up ards finan. 
cial instiiulions was a funds 


and spreading risks to provide Seaniien lean econ 
for the 450 meter high “Pearl of the Bast” television 


lower (FeqQuiring an investment 200 million yuan 
including $10 millon) (Footnote 2 Financial 
Institutions Organize Financial Te Loan 
for Television Tower Project,” JIEFANG RIBAO, |! 


Apr! 1991, p 1) in addition, services in the form of 
export packing loans, discounting ' 
mortgage loans, seller's credit, overdraft services, and 
documentation services will gradually come into being to 
meet the need for various financial services 


> Promoting a New Takeoff in Trust Counseling Services 


Pudong s development and to the outside world 
presents ~—y ye @ takeoff of trust coun. 
seling services only can a. effectively soak up 


wattered funds. t them into funds that are 
available for a fairly posted of time, bu they orn 
raise = capital for in international financial 
markets Furthermore, the development of counseling 


addition to trust investment, trust loan, and interna. 
tonal leasing services. counseling services and warranty 
services are also provided. These services are highly 
consistent. flexible. and vaned The various kinds of 
counseling. credit checks, commissioning, representa- 
tion. and ae a ee 
production. commodity flow, and consumption in the 
development process, and new services and new creative 
financing can be initiated as new circumstances require 


3 The real estate business will play a crucial role in 
Pudong's development and construction. 


“Vanous Regulations on Land Administration in the New 
Pudong District of ” specifically provides for a 
system for the use of state-owned land for compensation 


Ways for selling of transferring yh use rights or ways 


sirict 44 A, bh by 
Se ee 
aparimeni units or high ity commercial dwell 
well as a large number of dwellings for 
opment prospects show that the he New Pudong District 
will be a most favored real estate investment area. This 
will require the banking industry to invest in develop- 
ment form joint venture partnerships, and to act as 
agents in construction, part in the overall devel- 
opment of real estate as as providing savings and 
joan funds for the purchase and construction of houses 
It will Lake an active part in real estate financing — 
real estate trust investment and commercial house 
leases 


4 Vigorous development of securities services to raise 
funds needed to move ahead with Pudong’s develop- 
ment and construction 
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The invesiment in Pudong’s dev ' the 
1990's will remain huge during the Sight Five-Year Plan 
Sole reliance on the central t and local gov: 
ernment treasuries and on self-provided invesiment will 
be vastly imeufficvent Thus, full use of negotiable secu: 
ritves to ranse funds will be a long-range task for the 
Pudong banking industry Thanks to the vigorous devel: 
opment of the securities business from the 
computerization of financial services, not can huge 
amounts of funds be amassed for use in the development 
of the New Pudong District, but the cost of these funds 
can also be lowered. which will provide a more consis 
tent supply of funds In thinking about the Pudong 
securities business. we believe two avenues should be 
considered First is an increase in the number of secur: 
ties business network outlet points to AS.) ebm my 
of business New kinds of services should be added 
eristing ones Examples include agents for the issuance 
of foreign currency denominated table securities. 
and the opening of transfer services for various kinds of 
foreign currency denominated negotiable securities, etc 
Al the same time. financial institutions must also invest 
in stock share offerings. thereby promoting the rise of 
entrepreneurial blocs is the need for a computer 
network to provide computerized accountings, and a 
video display system showing securities market dealings 
In addition, more thinking should be done about using 
> natural ay Hy he and land for the creation of 
nancial instruments as 
bonds. land income bonus, and wenchorrable land bonds. 
as ‘transferable bonds that can be freely converted into 
share certificates within a certain period of time 


At the end of 1990. Shanghai's first securities exchange 
since the founding of the people's republic appeared As 
of the end of the first quarter of 1991. citywide transac. 
tions in negotiable securities totaled | 431 billion yuan 
(one way valuation) This included 829 million yuan at 
the securities exchange and 620 million yuan handled by 
securities companies themselves. showing that the estab- 
lishment of the Shanghai Securities Exchange plays a 
marked role in promoting an all-around increase in 
securities ecxachange business Currently all financial 
securities institutions are hurnedly preparing to set up 
securities exchange branches in the New Pudong Drs- 
trict It 1s very evident that in the not too distant future 
the securities business in the New Pudong District will 
take on a brand new appearance night before our cyes 


$ Acceleration of progress in modern electronic tech- 
nology to provide customers fast. prompt, and conve- 
nient final settlement service 


Speed. safety. and high efficiency in international and 
domestic trade setilements is a basic requirement for the 
banking industry in the development of Pudong The 
economic complexities and the increase in the amount of 
trade matters as well as the numerous kinds of scitic- 
ments involved pose new demands on bank sctilement 
services Speed. safety. and high efficiency cannot be 
attained without the development of modern electronic 
technology Development requires not only that the 
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hanking industry in the New Pudong District comput: 
erive the processing of its ever trade settle. 
Ment receipts and payments bul also that i be linked in 
a fetwork with Puss all major port cities throughout the 
country and even internationally For example. i 
should become a part of the and 
finance electron association (SWIFT for short) In this 
wa) ite settlement processing could pea ES 
siandardized and consistent with Practice 
as well as highly efficrent, secure and economic In 
addition large computers and automatic teller machines 
should be used for current savings accounts, the ' 
Of Wages in savings accounts, payment of utility bills. 
credit cards. POS electronic payment systems, and for 
automatic transfers out of savings accounts into setile 
ens Gonna OS aaee Can tna Gree © Se 
the foundation for a financial supermarket in fact as 

as in name 


To summarize the above. the offering of complete ver- 
vices by large international commercial banks has 
become an international trend of developmer that 
requires an attendant response from the Pudong banking 
industry Only in thes way can Pudong’s development 
and opening to the outerde world become imbued with 
vitality From another angle. the exemplary effect 
Pudong banking industry's “eaperimental fields 
financial system reform will provide 

the transformation and development of banking in Pus: 
lt will also serve as a useful test for reform of the 


domestic financial system If we make up our minds to 
do the not Minching from difficulties, its 

will eatend far beyond the practice and ton 
of Pudong’s banking industry 


Niamen Promotes Real F state Sector Development 


OW 2811102291 Beying XINHUA in English 
O81 GMT 28 Now 9! 


|Teat) Xiamen, November 28 (XINHUA)}—The real 
estate business in the port city of Xiamen, one of China's 
special economic zones ( ) which is located in cast 
China's Fuyan Province, has grown fast over the past 
decade as the »  ? td AR ee 
meters (sq m) of space of housing a year 

Sree Oop ae, & oe eee 
group of buildings with a total floor space of over 10 
milhon sq m. 44 tomes the figure for the 30 years 
beiween 1950-1980. In addition, the city’s per capita 
resdential space has risen from 4.35 sq m in 1980 to 
* 71 sa m at present 


As part of an effort to promote the development of real 
estate businesses. the city government mobilizes the 
efforts of state. collective and private sectors It sells land 
use nights to them and let housing prices fluctuate 
according to market demand 


Al present, the city has 87 such enterprises engaged in 
oe real estate business. which have remitted over 0 
millon yuan (about $7 million US. dollars) in taxes to 
the state over the past three years 
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Keal estate enterprises operate under local preferential 

policies and fae funds for consifuction Prayects By 

using loans, issuing consifuction bonds attracting for 

“ug investment of collecting Payments for housing in 
vance 


Over the past decade the .il) has aliogether invested two 
billion yuan 1, feal estate contruction One industrial die 
trict and 34 reedential areas have been Completed 


LABOR 


Article Views Economy of Reservoir Migrants 
MKS 110854991 Regine RENMIN RIBAO in Chinese 
i Now Vipd 


Article by Xu Hesen (1776 0755 2773) of the Office on 
tlement of the Ninanjang Reservou Migrants of 


Chunan County, sang Province “Causes of and 
( ountermeasures to Fconomn Development of 
Reservou Migrants | 


[Text] The so-called reservar migration economy gener: 
ally refers to the economy relations made up of the 
various processes of production exchange distinibution. 
and consumption accompanying Migration triggered by 
the construction of reservoirs At the same time. it also 
includes the condition level and organization of 
migrants productive force (ver \he past four decades. 
China has built more than 80.000 reservoirs (including 
hydropower stations) of various sizes and they have 
resulted in more than 10 millon migrants Under the 
care and concern of the party and the government. 
reservoir migrants did enjoy) economic growth but the 
income of a considerable number of migrants still has to 
come up to the average level of the country + per capita 
income While reservoir migrants have made immense 
contributions to the “four modernizations efforts. they 
remain cconomically backward and relatively more 
impoverished, highlighting a sherp contrast: between 
their endeavors and their condvions It 1 therefore 
imperative to analyze the causes seruusl) and to come 
up with solutions to the problem 


In my view. there are two main reasons caplarning the 
slow economic development of reservou migrants |) 
a in geography and environment make it impos 
tible rural migrants of reservou areas to translate 
their labor into equivalent valuc thus affectong thei 
economic i On the one hand, resources for 
the means of livelihood and production (such as mineral 
resources and arable land) havc dwindied | nlrke on the 
past, population 1s now higher while lew land is avail 
able That land that is available 1 more mountamous 
and lew arable On the other hand. after the reservoirs 
are constructed, poor transportation conditions im par. 
ticular adversely affect the transport of goods and 
impede the economi growth of rural migrants of reser. 
voirs areas to varying degrees 2) The rate of growth of 
productive forces 1s determined by an improvement in 
the quality of productive factors and by the effective 
combinations of the various factors Meanwhile. condi- 
tions for the development of productive forces in rural 
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Migration areas and ap meee areas of the feservorr 
fegions are distinctively di 


tive forces when they move and resettle If this 
Aization is screntific and logical. it will contribute to 
growth of productive forces But in fact. the movement 

was almost always 
dictated principally by planned of command resettle. 
ment with very little consideration given to the rational 
combination of the factor of productive forces. and 
even lew to effective combinations This has often 
turned out to be a congenital defect in the development 
of the productive forces of reservoir migrants 


Now given the unfavorable ical environment 
and the unfavorable factor of productive forces. can 


high population. little land space. and economic under- 
development in our country, the resetiiement of 


vorable factors mentioned above are not unconquerable 
Specific countermeasures are as follows 


ts. In the past years, migration 
was often achieved by paying compensation to residents 
whose land was taken over or whose houses and produc- 
tron tools were inundated, or by transferring them to 
other places and meting out resettlement funds This 
method was often unsuccessful. though If the money 
were used instead in a development-onented resettic- 
ment. it would be more wisely spent in productive 
enterprises. such as the operation of factones, farms. 


Chunan County. which suffered the most from inunda- 
trons by the Xinanjang Reservoir, established guidelines 
and policies to “emancipate the mind, case policies. 
promote production. and carry out on-the-spot settie- 
ment” and “shift from grants to loan allocations, and 
from settiement-onented migration to development- 
onented migration” in the first half of 1985. Through 
continuing efforts of exploration and refinement in 
recent years. even though migrants in the reservoir 
regions still have a fairly low standard of living and still 


} Readjust the indusinal structure rationally improve 
the geographical environment. and boost economic per. 
formance To promote the economic conditions of rural 


and to strengthen the concept of commodity economy 
In particular, as rural areas develop rapidly from a 
product to a commodity economy. it 1s necessary to seize 


regions boasts an exceptional edge to develop “moun. 


estry. animal husbandry. supplementary industry and 
fishery “Cultivation and planting first. followed by 
reprocessing” allows for the commercialization of agn- 
culture and animal husbandry as well as for evolution 
from crude production and operation of primary prod- 
ucts. like raw maternals. to processing and manufacturing 
activities: This opens a new way for the development of 
production by rural migrants of reservoir regions 


4 Assist migrants of reservoir regions in promoting 
transportation and education in order to bolster their 
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ability and potential to boost production The rebuilding 
of transportation facilities of rural migrants from reser: 
son fegione should be carned oul before resetiioment so 
thal they will have eacellent transportation favorable to 


facilitves should be erased If this is - eee 
principle behind the compensation of trans. 
portation facilities, « will be 
transportation conditions better en 
before the completion of reservoirs Therefore. "1 - 


migrant children in the reservoir regions should depend 
not only on the migrants themselves. but more impor. 
tantly on a preferential policy designed to improve 
educational conditions in order to suppor the develop- 
ment of production by rural migrants of reservoir 


regions 


In short. to promote the economic growth of rural 
migrants of reservoir regions. it 1s necessary to first rely 
on polices regarding conditions with which to mobilize 
and maintain the initiatives of migrants to develop 
production Second. it 1 necessary to rely on scrence to 
boost the qualitative improvement and effective comb. 
nation of the factors of productive forces By building on 
the carsting foundation. creating a favorable environ. 
ment and keeping an eye on “boosting the basics.” more 
efforts should be made to bolster the “blood reproduc. 
tron” functions of the rural migrants of reservoir regions 
iN Promoting the economy so that they can move out of 
poverty and embark on the road of prospenty 


Workers as Source of Enterprise Revitalization 


VOC £02294 Beguine GONGREN RIBAO 
im Chinese 22 Now Vip a 


| Artocle by staff reporter Wu Mingfu (0702 2494 0126) 
“Worker Enthusiasm Is Source of Enterprise Vitality — 
Interview With Noted Economist Jiang Yiwe: (5592 
oor S$si7y] 


(Text) Jiang Viwei ($992 0001 $517): born 1920. member. 
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On §& November, in his office at the foot of Xi Shan 
[Western Mill 4+, - | interviewed the noted econ: 
omit Jiang Viwes 4 question and-anawer ses 
sion centered on the question of how to enhance the 
Vitality of enterprises 


[Question] Teacher Jiang. enhancing the vitality of 
enterprises, particularly the vitality of large and 
medium-sized state-run enterprises has now become a 
hot issue drawing worldwide attention | think this issue 
involves many aspects The enterprises do not have 
enough vitality If we were to find the fundamental cause 
of this, what would i be’ | hope you will discuss this, 


[Answer] In the most recent penod. the central author: 
tres have time and again viressed that the enhancement 
of the vitality of enterprises, particularly the vitality of 

and medium-sized state-run enterprises. is a cen: 

link on the restructuring of the entire economic 
system For this reason they a work conference It 
may now be said that the entire country, from top to 
bottom, is interested in this issue and is alvo caploring it 
Just as the central authorities have pointed out this 
issue. viewed at the present time. 1s by No means a purely 
economic ieue but is also a political issue, because 
whether the state-run enterprises have vitality, in a 
certain sense, shows how superior the socialist system is 
or whether it 1s, in fact, superior 


Al present, the vitality of China's state-run enterprises, 
from the macroeconomic point of view. 1s even less than 
that of the township and town enterprises and of foreign 
enterprises In the final analysis is this phenomenon 
intrinsic to state-run enterprises. or is there another 
cause of it” Some people in Western countries often cite 
this surface phenomenon to show that public ownership 
18 NOt as good as private ownership Actually. it sa very 
comples matter As for a state-run enterprise the quality 
of its equipment. personne! and leadership should be 
said to be higher than that of a township or town 
enterprise However. the quality of much of its equip- 
ment and technology must be said to be somewhat 
infernor to that of the equipment and technology brought 
in by foreign capital. Then, in the final analysis, what is 
the cause of the insufficient vitality of state-run enter. 
prises” | thonk that, although one may speak of it in many 
ways, it 1s still a question of the system of organization 
and has nothing to do with the socialist system. The 
system of organization is one of the ways and means 
embodied in the socialist system Public ownership is the 
heart of the socialist system, bul with regard to the 
question of how to achieve public ownership. the results 
produced by different ways and means are very different 
It should be pointed out that. under the existing system 
the enthusiasm of the staff and workers of enterprises is 
greatly influenced. and this influence has an obstructive 
effect on the display of the vitality of the enterprises In 
enhancing the vitality of enterprises. we should. first of 
all. be clear about what. in the final analysers. thes vitality 
is At the central work conference Comrade Li Peng 
broadly outlined six forces | see these forces. no matter 
which one it 1s, as depending. in the final analysis, on 
people to bring them about and on people playing their 
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role Take for example. the force of market competition 
The market competition force of products is not 
duced automatically The improvement of uct 
quality the development of new products, the promo- 
tion of the sales of products, etc, depend on people's 
effort in the final analyser. depend on people thinking of 
all possible ways and means Therefore, my view is 

if we want the enterprises to have vitality, first of all 
people must have vitality The vitality of means 
the enthusiasm. creativity, and initiative of all staff and 
workers of enterprises—mental workers and physical 
workers, adminstrators and managers, and producers 
The enthusimaem of people, i.e, the enthusiasm of 
workers is the source of enterprise vitality 


Question) Since people's enthusiasm, of people's 
vitality. os the source of enterprise vitality, this is also to 
say that the fact that the vitality of state-run enterprises 
is weak is related to the fact that people's enthusiasm has 
not yet been fully aroused Such being the case, the 
problem of how to arouse to the maximum degree the 
enthusiasm of workers has become a problem of first 
importance that must not be ignored Can you discuss 
your thoughts for a solution to this problem” 


[Answer] Arousing the enthusiasm of workers is, of 
course. what a socialist country and a socialist enterprise 
should do And we should se that even modern cap- 
tialist enterprises arouse by all possible means, the 
enthusiasm of their workers In a socialist society the 
working class 1s the master From the political angle, this 
means depending on the working class and means 
attaching importance to the worth, dignity, and position 
of people Why does capitalism also stress this point” | 
think it 1s because of screntific and technological dev-l- 
opment Under the circumstances in which production 
technology « backward. most of the work is simple 
physical work Simple physical work can be coerced 
Taking a look at the development of human history, 
Lenin said that the slave society and feudal society 
depended on the club to maintain work discipline. In the 
past coercion was used to arouse enthusiasm, and there 
were floggings with leather whips Capitalism empha- 
sizes economic laws if you do not work well, you will 
lose your job. if you do not work well, your wage income 
will be emailer Lenin called this the enthusiasm of 
hunger There are two kinds of enthusiasm: passive and 
active (hanging passive enthusiasm into active enthu- 
siasm is very difficult’ Now. the development of science 
and technology has caused great changes in the work 
structure The work structure has two levels of meaning. 
One level of meaning is the proportion of mental workers 
to physical workers When production was in a primitive 
state there were very few mental workers, and physical 
workers occupied the main position Following the 
development of production te hnology the proportion 
of mental workers became larger and larger. and then 
even exceeded that of physical workers. In Amenca the 
rateo « now 6 4 woth white collars (mental workers) 
accounting for 60 percent and blue collars (physical 
workers) for 40 percent In enterprises with modern 


technology the proportion of white collars 1s even larger 


proportion of them who use their minds has greatly 


| 
= 
=. 


e 
for mental work to be, as | 
system) [taile zhi 3141 0519 0455), a case of setting 
quotas greater the proportion of mental workers. 
the greater the need for people's initiative and conscious 
ness. Precisely because of the changes in the work 
structure, capitalem, within the limits of its private 
ownership, cannot but arouse the workers’ initiative by 
all possible means But capitaliem, after all. is limited by 
private ownership and cannot completely arouse peo- 
ple's enthusiasm. The superiority of socialiem is this it 
fully arouses people's enthusiasm However, it 1s pre- 
cisely this point that what we do is not completely ideal 
This superiority of socialism's is a potential superiority 
or, that 16s to say, a possibility To change this possiblity 
into reality, a condition is needed This condition 1s the 
system of organization, and a specific system of organs. 
zation will be able to reflect this superiority Speaking of 
the present time when the vitality of socialist enterprises 
‘8 ae this problem was not determined by 
the nature of socialism but is rather a problem of the 
system of organization You say that the enterprises ‘cat 
out of one big pot” and foster sluggards. But socialiem 
stresses distribution according to work. not “cating out 
of one big pot.” If we cause distribution according to 
work to turn into “eating out of one big pot.” can you say 
that this 1s a case in which distribution according to work 
is bad” True socialist distribution according to work 
does not foster sluggards. | have just said that the 
greatest supenonty of socialism is that it can fully arouse 
people's enthusiasm In arousing people's enthusiasm 
material interests are very important. and distribution 
according to work stresses maternal interests But 1 will 
not do to put stress solely on maternal interests. and to do 
80 will even have a negative effect Besides hoping for an 
increase in their income, what 1s more important for the 
working masses 1s that they are unwilling to be in a 
position of being dominated This 1s determined by their 
class nature Why do | emphasize that socialist staf! and 
workers are the masters, and emphasize concern. under. 
standing. and respecting people” Because this 1s more 
important than money In a capitalist enterprise capital 
that makes work maternal is in the dominant position 
and people are in a passive and hired position There- 
fore. Marx said that in a capitalist society matter dom- 
nates people. and that people. who are the mos! dynamic 
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key clement if prodution, are, on the contrary, im a 
passive postion, so how can people's enthusiasm be 
displayed” The socialist system reverses this relation: 
ship. People become the subject and the means of 
production the object People then fee! proud and elated 
and take the initiative However, this is basn theory, and 
our existing system of organization often does not reflect 
these things Therefore. an important condition for fully 
displaying the workers’ enthusiasm is the reform of the 
system of organization My basic idea is the enterprises 
should set up a guiding ideology that makes the staff and 
workers the subject, of main part, and should stick to a 
set of socialist enterprise systems. Now, the central 
authorities have again emphasized the wholehearted 
dependence on the working class. and this is an 
extremely important policy But || must not remain just 
a slogan and specific measures must be taken Day afte: 
day the workers live in the enterprises. and whether they 
can in the enterprises feel that the: are the masters is the 
most important condition for bringing forth the working 
class’ creative enthusiasm for work Therefore, the 
wholehearted dependence on the working class needs to 
be realized by all of society, but what is more important 
1s the question of how to make the staff and workers the 
main part of the enterprises 


During these years | have advocated that enterprise staff 
and workers become the main part by means of five 
systems. (For details of the specific content of the five 
systems, see Jiang Yiwei's article “Theory of Staff and 
Workers Being the Main Part,” carned on three. 
“Vouce of Socrety,” of the 2) June GONGREN RIBAO,) 
|) Property mghts system. This system advocates that 
staff and workers be drawn into the ranks of stock- 
holders. that the stock system be adopted, and that 
enterprises under the ownershi: of the whole people put 
into effect a mixed public ownership of the whole people. 
the collective, and the cooperative. In this way there will 
be a direct connection between the staff and workers on 
the one hand, and property nights on the other, a 
connection that will be advantageous for enhancing the 
staffs and workers’ sense of responsibility as masters. 2) 
The factory director responsibility system must be set up 
in the administrative system, but 1 must be set up on the 
basis of democratic decision making. 3) For the work 
system | do not endorse the contract system now in 
practice The regular staff and workers of an enterprise 
can adopt the pledge system, under which “work 
pledges are democratically formulated and under which 
the enterprise's work committee decides if a pledge 1s 
broken and thus climinates cases in which pledges are 
separated from the enterprise For newly recruited staff 
and workers, the contract system can be practiced, but 
this contract system will be one in which the contract 1s 
between the individual staff member or worker and the 
work collective, and the contract wil! not be between the 
individual staff member or worker and the factory 
director (manager) The factory director must abide by 
the work pledge and must also sign a contract with the 
work collective 4) For the distribution system | advocate 
that a “two-level distribution according to work” be put 
into effect. This first level of distribution is: in line with 
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the eflective results in work provided by the enterprise's 
collective, society carries out for the enterprise distribu: 
tion according to work The second level of distribution 
is nh line with the contribution to work made by the 
individual staff member or worker, the enterprise's col- 
lective carries out a further distribution within the 
enterprise 5) For the leadership system what | mainly 
talk about is democratic management 


Both ideas—the staff and workers being the masters and 
their ye = position of being the main part— 
must be in the specific systems These systems 
are connected to relationships, and by the 
abovementioned five systems we must make suitable 
reforms One question needs to be clearly understood is 
there a contradiction between the staff and workers 
occupying the position of being the maim part, the 
democratic management of staff and workers, and the 
factory director's leadership and authority’ There is 
definitely no contradiction. ng upon democratic 
decision making does not mean that all matters, big and 
small need to be discussed by the staff and workers, but 
that, at the least, on a@ major administrative policy 
everybody must be allowed to give counsel, and in the 
end everybody will make the decision. It will only 
provide the factory director (manager) with the powerful 
backing of the masses. The factory director (manager) 1s 
the entrepreneur of socialism. and he also should be an 
entrepreneur who understands modern management. 
and the situation should not be one in which what one 
person says counts. What one person says counts was the 
attitude of the small proprietors in the carly penod of 
capitalism. In another aspect. in the enterprise the fac- 
tory director is not a public servant, in the enterprise 
there 1s no division between master and servant. and 

is @ master, However, democracy can be 
centralized, and the factory director 1s a leader who has 
been selected The proper arrangement of these relation- 
ships will help deepen the understanding that in a 
modern enterprise not only is the physical worker impor- 
tant, but also the mental worker 1s becoming more and 
more important. Speaking in a certain sense. only by 
displaying their enthusiasm, initiative, and creativity 
will there be a basis for the enterprise's vitality 
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CAAC Plans More Flights in 1992 


HK 2412124991 Beying CHINA DAILY in English 
24 Dec Vi pl 


[By staff reporter Ma Lie: “CAAC Plans More Plights”| 


[Text] Xian—CAAC [Civil Aviation Administration of 
China}, China's only national civil aviation enterprise, 1s 
planning more flights to welcome the expected increase 
in air travellers in 1992, a year of tourism promotion in 
China. 


It has also decided to adopt more practical and eflective 
measures to ensure more punctual flight times. a C AAC 
national conference was told yesterday 
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From April to October neat year, the number of weekly 
flights is planned at more than 4,200, with more than 
$00,000 seats an increase of 24 percent and 28 percent 
respectively over the sam period of this year, according to 
Zhang Yuqing, deputy direct of CAAC's enterprise man- 
agement department 

He said that CAAC has also planned to speed up the 
construction of airport infrastructures, improve services in 
order to keep all Nights on schedule and ensure fight safety 


Neat year, 14 special tour routes will be launched and | M4 
festivals will be celebrated all over the country to mark Visit 
China ‘92 and the 20th anniversary of the establishment of 
diplomatic relations between China and Japan The number 
of air travellers is expected to increase | § percent over this 
year, officials said 


In his speech at the national meeting to plan and co-ordinate 
summer-autumn flights in 1992. Zhang urged local airline 
companies to lake serious Measures to complete the arduous 
task of improving air transportation next year 


According to Zhang, CAAC has overfulfilled its annual 
transportation target It has accomplished total freight 
volume of more than 27 billion ton-kilometres and 
carned a total passenger volume of more than 18 million 
people, both nearly 30 percent more than in the same 
period of last year 
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Price Reform Needed in Grain Producing Areas 


GICKOIISA Beyine JIAGE LILUN YU SHIJIAN 
/PRICE THEORY AND PRACTICE] in Chinese 
No 10, 20 Oct 91 pp 36-39 


[Article by Car Xiankai ($591 6343 0418), Cheng Yuan- 
ming (4453 6678 2494). and Tan Jian‘an (6009 1696 
1344): “Price Discrepancies in Main Grain Producing 
Area Urgently Require Solution”) 


[Excerpt] Jingzhou Prefecture in Hube: Province is one 
of China's main commodity grain producing areas. In 
1990. the prefecture produced 6.85 million tons of grain, 
or one-fourth of the province's total output, 2.94 million 
tons of which it provided the state as commodity grain 
for a 43 percent commodity rate. Nevertheless, 
numerous discrepancies exist today between grain pro- 
duction and sales that hurt the region's economic devel- 
opment [passage omitied] 

3. Ideas For a Rational Solution to Grain Price Policies 


A senes of discrepancies centering around grain price 
problems urgently require earliest solution. 

1) Rational working out of grain procurement prices to 
stabilize grain production 


Over the long run, a narrowing of the price scissors and a 
rise in grain procurement prices are extremely necessary in 
order to improve the peasants’ living conditions. However. 
too great a rise in prices today will be bound to make more 
pronounced peasant ‘difficulties selling grain,” and grain 
departments “marketing difficulties" From the standpoint 


of the prefecture’s interest, the main problem to be solved 
right now is to clear away the grain currently in storage. In 
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view of this reality, consideration must be given both to 
stabilizing and developing agricultural production and 
doing planning as a whole that takes the market environ: 
ment into account when increasing grain prices. Our views, 
based on a study of separate kinds of grain, are as follows 
The price of paddy should not be increased in 199) 90 as to 
encourage sales. Once the conflict between supply and 


normal level The fixed procurement price for wheat should 
be suitably increased in the near future for the following 
reasons: First, for the past 2 years, the peasants have 
sustained losses from the growing of wheat Comparison of 
production costs with actual overall average sale prices 
per 50 kilogram loss throughout the 
prefecture in 1989, and a 9.07 yuan loss in 1990 Second, 
wheat offers a very ce potential for changing the grain 
situation in general Failure to increase the wheat procure- 
ment price will be bad for the development of grain produc- 
tion, which will be bad for satisfying the public's consump. 
tion needs. 


In addition, past lessons of experience suggest that 
attention be given to the following principles in planning 
grain procurement price levels. 

First 1s a widening of the price differential for quality asa 
means of solving the current hiatus between production and 
consumption. At the present time, producers want to grow 
high yield, low quality nce and wheat, but consumers like to 
eat premium quality nce noodles. The solution to this 
contradiction requires a widening of the quality differential 
to encourage and stimulate production of premium quality 
varieties that satisfy the people's consumption needs 


Second, grain procurement prices should not be read. 
justed during the current year, they should be planned a 
year in advance and announced to the peasants. This 
helps to guide peasant production and helps them to plan 
rationally what they will grow. 


Third, once the negotiated grain procurement protection 
price has been announced, it must be strictly adhered to 
Procurement should be opened wide. no limitations 
handed down. The state must also assure the availability 
of procurement funds, otherwise, the protection price 
will ultimately become a dead letter 


2) Solution to conflicts regarding inter-prefecture grain 
transfers and allocations, keeping open commodity cir- 
culation channels. 


The problems in grain production today seem to be a return 
to the situation that existed in 1984 when there was surplus 
production and an abnormal amount of grain in storage In 
that year, wrong signals resulted in mistaken judgments 
about the grain situation, which had a serious impact on 
grain output. In order to avoid taking the same old disas- 
trous road, emphasis must now be placed on protecting 
producers interest in growing grain and on increasing sales 
to avoid another setback to grain production 


First, the fiction that there 1s too much grain must be 
eradicated from the guiding thought, establishing a 
policy for protecting the sustained development of grain 
production. Today, the amount of grain available is less 
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than 400 kilograms per capita, an insufficient total 
amount Over the long term, as the people's diet changes, 
even though people's direct consumption of grain may 
decrease. more grain will be converted into other foods. 
Furthermore, with the steady population increase, there 
will be no weakening im the trend toward increase in 
grain consumption refore, efforts cannot be relaxed 
in the slightest, steady grain increase must be ensured. 


Second, the main reason for the current obstruction of 
grain flow and slack sales in growing areas is that the 
central government and grain marketing regions and 
provinces imported too much grain. Domestic grain 
production and marketing was not dovetailed. A solu- 
tron to this conflict hes in the central government 
balancing supply and demand, reducing grain imports, 
planning grain allocation nationwide, and not concen- 
ating grain storage in production areas. 


Third. the central government set fee for the transfer and 
allocation of refined grain between Hubei and other 
provinces 1s 3.90 yuan per 50 kilograms, bul sinc. 
p ‘duction areas have instituted peasant household sales 
and peasant household settlements, various fees are 
higher than before. In particular, since grain is held in 
storage for a long peniod of time tying up a large amount 
of funds. and since interest payments have increased, 
grain growing region actual business expenses in the 
shipment of grain amount to 7 yuan per 50 kilograms. 
(Consequently, an appropriate increase in the subsidy for 
grain transfer costs should be considered to make up for 
the shortfall in grain growing region grain transfer fees 


Fourth. a relatively good way to solve the conflict between 
seasonal grain production and year-round grain consump- 
lion, simulating grain marketing areas to ship grain during 
the peak production season is to institute a seasonal differ- 
ential for grain transfer and allocation. This means defining 
the peak and slack seasons in terms of production seasons. 
When shipping grain during the peak procurement season. 
only a transfer and allocation administrative fee would be 
added to the transfer and allocation price. When shipping 
grain during the slack season, fees incurred for interest, 
damage and losses, and storage would be added to the price. 
This could encourage grain marketing areas to take more 
invhative im grain shipments, and grain producing areas 
could also reduce troubles caused by too much pressure on 
grain storage facilities 


Fifth. during 1990. the state began to expand grain storage 
facilities on major grain producing areas, as well as to put 
into effect special reserve measures which have eased the 
grain storage shortage to a certain extent. Nevertheless, as a 
grain producing prefecture, the amount of grain held in the 
special reserve 1s lumited, more than 300 million kilograms 
of grain still remaining uncollected in the hands of peasants 
throughout Jingzhou Prefecture. Furthermore, 40 percent of 
the grain purchased has been piled in rudimentary open air 
sites instead of being placed under cover. Second [as pub- 
lished]. insufficient money is available for reserves, income 
falling short of expenditures. Investment must be increased 
and granaries built for continued expansion of the special 
reserves. Special low interest or discounted loans might best 
he provided for special reserve grain so that the grain that 
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Peasants produce can be purchased and pul into grar anes to 
the maximum extent possible in order to solve the ‘diff. 
culty selling grain.” 


1) Timely Promotion of Grain Market Price Reform. 


Substantial changes in the economic environment have 
occurred as a result of more than 2 years of improving 
the economic environment and rectifying the economic 
order, and intensifying reform. Inflation has been 
brought under control, price rises have receded mark- 
ediy, and the public's psychology and its ability to 
withstand the economy have improved greatly, in addi- 
tion to which the amount of grain in storage today is 
ample, and negotiated prices are on the decline. 
opportunity should be seized to continue to move ahead 
with reform of grain merketing price work. Three steps 
to be taken are envisaged as follows: 


First step Change from on inversion between procure- 
ment and market price to an identical procurement and 
market price, the government subsidizing only operating 
costs 


Second step Change from an identical procurement and 
market price to a suitable differential price, meaning 
basing the market price of grain on the procurement 
price, but setting an additional normal a cost 
and a fair profit to enable the normal operation of grain 
enterprises. Government subsidies of grain prices would 
be completely eliminated 


Third step Change from a suitable price differential to 
guarantecing availability but not guaranteeing price. By 
this 1s meant that once the above two steps have been 
taken. should bumper grain harvests continue, consider- 
ation should be given to removal of price restrictions on 
grain, guaranteeing the availability of grain but not 
guaranteeing price This means guaranteeing supply of 
the basic grain ration to satisfy military and civilian 
needs for food, but allowing the market price to be 
regulated by the market, and applying corresponding 
macroeconomic regulation and control measures for a 
change from direct to indirect control of prices. 


Tibet Stresses S&T, Investment 


9ICEO235A Lhasa XIZANG RIBAO in Chinese 
11 Nov 9ipl 


[Article by staff reporter: “This Year Tibet Again 
Obtains Bumper Harvest in Agricultural Production”) 


[Excerpts] Under the leadership of the autonomous region's 
party committee and people's government, in Tibet's agn- 
cultural production this yea, the agricultural development 
policy of “first depending on policy. second, depending on 
science and technology. and third, depending on invest- 
ment” continued to be thoroughly implemented, so as to 
further heighten the understanding of agnculture’s basic 
position, to enhance the leadership and management of 
agricultural production, to strengthen science and tech- 
nology. and to increase investment. Even under the circum- 
stances in which some places in the autonomous region 
suffered fairly serious natural disasters. a bumper harvest 
was obtained in agricultural production. making four con- 
secutive years of bumper harvests The region's grain output 
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isestimated to be 580 million kg, a 4 5 percent increase over 
last years Output, its rapeseed or! Output is estimated to be 
15.75 million kg, a 5 percent increase over last year's 
| passage omitted 


Beginning last winter in each place a comprehensive plan 
for this year’s agricultural production was carned out, 
and the plan was integrated with the reality in each place. 
In each place there were repeated studies of crop distr- 
bution. planting ratio, sown area, and target yield. The 
leaders of the government, the Chinese People's Political 
Consultative Conference, and the people's armed forces 
departments took an interest in and attached importance 
to agricultural production. Making careful arrangements 
they popularized the application of science and tech- 
nology to agriculture and technical measures suited to 
agriculture. They made overall arrangements for the 
Variety. quantity, funds, and transportation of the means 
of agricultural production. Thus, they ensured that agri- 
cultural production went smoothly 


—Models were set up, and the number of science and 
technology demonstration counties were increased On 
the basis of the four agricultural science and technology 
demonstration counties, which were set up for the first 
time last year, six more were added this year. In the 10 
counties, the total sown area was 980,000 mu, accounting 
for 30.6 percent of the autonomous region's total sown 
area. Their grain output this year was 26.7 million kg, a 
10.8 percent increase, thereby making a contribution to 
ihe autonomous region's grain output this year by setting 
a new record and by truly playing a demonstrative and 
leading role The setting up of these demonstration coun- 
ties has heightened the scientific and technological con- 
sciousness of the cadres and the masses, and has 
improved the quality of the scientific and technological 
education of the masses 


—There was a dependence upon science and technology. 
and the application of agncultural science and technology 
was vigorously popularized. This year in the autonomous 
region the area sown to agricultural crops was 3.21 
million mu; of this the area sown to grain crops was 3 
million mu. an increase of 20,000 mu over last year's 
figure. The area planted with improved varieties was 2.15 
million mu, an increase of 50,000 mu over last vear's 
figure. and the coverage rate of improved varieties 
exceeded 70 percent. In the crop planting ratio, there was 
an appropriate expansion of the high-yield crop area, and 
the area planted with winter wheat and winter highland 
barley was 480,000 mu. The area plowed by tractor and 
the urea sown by tractor were respectively 650,00 mu and 
701.000 mu, an increase of 50,000 mu over last year's 
figures 


In the autonomous region |.2 million mu were put under 
output-linked technological contracts, an increase of 
200.000 mu over last year's figure and accounting for 40 
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percent of the area in the region sown to grain. The average 
permu yield increased more than 25 kg over that of last 
year 


In the autonomous region, high-yield model cultivation 
techniques for wheat-type crops were used on 436,000 
mu. The average per-mu yield was 393.2 kg, and the total 
output increased 19.39 million kg over that of last year, 
an Outstanding result. 


In the autonomous region, on the 700,000 mu that were 
put under the “bumper harvest plan,” the av 
increase in yield was more than 10 percent. On t 
350,000 mu of high-yield plots, the average per-mu yield 
was more than 20 percent higher than last year's. On the 
100,000 mu of improved variety strip demonstration 
fields and on the 100,000 mu of dry farming agricultural 
techniques demonstration fields, the average yield was 
more than 20 percent higher than last year's. And on the 
70,000 mu of strip high-yield fields on which ry pws 
ticed the technique of “100 mu for 1,000 jin, 1,000 mu 
for 1,000 jin, and 10,000 mu for 1,000 jin,” the a 
per-mu yield was more than 500 kg. In all places solid 
work was done in managing agricultural crop fields, 
preventing and controlling plant diseases and elimi- 
nating insect pests. and training peasants in techniques. 


— There was an increase in income and an improvement in 
production conditions. This year the autonomous region 
invested more than it did last year in agriculture’s science 
and technology, labor affairs, funds, and materials. In the 
autonomous 7. 42,500 tons of chemical fertilizer 
were used, 5, tons more than were used last year. 
There was an improvement in both the quantity and 
quality of farmyard manure, and the average per-mu 
application of farmyard manure ranged from 1,000 to 
1,500 kg. In the autonomous region, 98 large and small 
canals were newly built, 7.938 canals were maintained or 
rebuilt, and 2,360 ponds were maintained, thereby 
expanding the irrigated area and enhancing the capability 
for resisting drought and waterlogging. A little over 
$0,000 mu of low-yield fields were transformed, and 
330,000 mu of soil were improved. In particular, the 
peasant masses heightened their enthusiasm and initia- 
tive for making investments and increased the amount of 
their investments, thereby promoting the development of 
agricultural production. 

—"Unity” and “division” were integrated, and the services 
before, during, and after production were enhanced. 
Adroitly guiding action according to circumstances, many 
prefectures and counties took measures to integrate unity 
and division. In the planting mix, crop distribution, 
variety, sowing period, sowing amount, fertilizer applica- 
iON, ifmgation, prevention and control of plant diseases 
and elimination of insect pests and weeds, and farmland 
water conservancy and capital construction, plans and 
actions were unified, thereby solving fairly well the diffi- 
culties and problems in production that had been difficult 
to solve and arousing the masses’ enthusiasm for produc- 
tion 
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Little Success in Halting ‘Three Randoms' 


VC MO0045S4 Beying MINZHU YU FAZHI 
(DEMOCRACY AND LAW] in Chinese No 9, 
12 Sep 91 pp 48 


[Article by Zhao Xin (6292 0207): “Memorandum on 
Bringing ‘Three Randoms’ Under Control") 


[Excerpts} [P omitted) Reasonable fees, fair fines, 
and the raising of funds under the principle of receiving 
benefits and volunteering—these are normal practices in 
socioeconomic life. But if they take a step from the true 
path, errors and confusion are bound to occur. 


Over the past several years the practice of the “three 
randoms'—random fees, random fines, and random 
apportionments in the raising of funds—has become 
stronger and stronger, and the masses of people and the 
enterprise units have suffered deeply from it. [passage 
omitted] 


Armbands, uniforms, and the horizontal bars of blocking 
vehicles are seen everywhere. According to statistics, 
there are more than 3,000 barriers on the roads in Hunan 
Province, the provincial industry and commerce depart- 
ment alone found more than 400 illegal inspection 
stations. Drivers say: “When you drive a vehicle and are 
stopped for an inspection, your money will be taken", ‘a 
barrier is really the opening of a money bag.” The 
Chenzhou Forestry Vehicle Transportation Unit has 3! 
vehicles. According to incomplete statistics, over the last 
two years the vehicles of this unit received 154 fines, 48 
of which were obviously random fines. To avoid the 
barriers some drivers drove at night. However, after this 
“secret was uncovered the inspectors carried out 
around-the-clock “patrols” and the fines were imposed 
even more relentlessly. [passage omitted] 


In one county an inspection station that collects overdue 
taxes on coal brought in 2.09 million yuan in one year, 
locally, it is called “the smokeless factory."’ However, 
this county, which abounds in the natural resource of 
coal. became difficult to traverse because of the many 
barriers that were set up indiscriminately and the many 
different fees that were charged, causing coal to pile up 
like hills as sales were held back. The drivers say with a 
sigh “Going through a traffic inspection station is like 
running a blockade!” [passage omitted] 


In recent years, cries of “the peasant’s burden is too 
heavy” have never stopped. Let us look at the burden 
that random fees put on tractor drivers: In Dongshan 
City, Fujian Province, each year a tractor driver has to 
pay 41 fees imposed by seven departments. According to 
a survey conducted in Zhenjiang, Wuxi, Suzhou, and 
Nanjing cities in Jiangsu Province, fees are collected 
from tractor drivers by more than a dozen departments 
and units, including communications, public security, 
industry and commerce, tax, insurance, water conser- 
vancy, county and township government, village peo- 
ple’s committee, police station, traffic control station, 
and agricultural machinery station. There are between 
‘2 and 39 types of fees; the total amount of fees per 
tractor ranges between 1,300 and 1,900 yuan, about 30 
percent of its operating fund, and some of the fees 
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increase from year to year. For example, in Viyang 
County, Hunan Province, the annual road maintenance 
fee per tractor was 2) yuan in 1986, In 1987 it rose to 26 
yuan, in 1988 to 78 yuan, and in 1989 to 325 yuan! 


Therefore, the peasant tractor drivers in Yiyang County 
are abandoning their tractors and changing occupation. 
They have already stopped driving |,350 tractors and 
sold 650 tractors, the total of these two figures repre- 
senting 64 percent of the peasant tractors in the county. 


[passage omitted] 


Of the “three randoms,” what an enterprise most fears is 
the random apportionment in the raising of funds. At the 
present time, an enterprise's random apportionment is 
generally 3 to 5 percent of its retained profit. However, 
from a look at the figures supplied by the No. | Rubber 
Plant in Guangzhou City and the Sanxing Agricultural 
Vehicle Company in Zhenjiang City, we see: In 1989 the 
former made 2.86 million yuan in profits and retained 
1.35 million yuan of it. But it turned over to the higher 
authorities 4) apportionments in the form of aid and 
support that totaled 521,700 yuan, which was over a 
third of the profit retained by the enterprise! In 1989 the 
latter's apportionments totaled more than 390,000 yuan, 
which was 48.9 percent of that year's retained profit. 


“The policy calls for preferences, and the departments 
collect fees, the preferences are slow in coming, but the 
fees jostle each other as they come fast.” Let us look at 
the apportionments imposed on a coal transportation 
company in a certain prefecture: 


“Aid” to a theatrical company: 1,000 yuan; “aid” to a 
kindergarten: 4,000 yuan, “aid” to prefectural literature 
and art association: 5,000 yuan; “aid” to broadcasting 
bureau: 5,000 yuan, “aid” to cultural bureau for a Spring 
Festival literary and art performance: 2,000 yuan, fees 
collected by county second-level center for “4 May” 
activities and “two meetings and one festival” activities: 
4,500 yuan, fees collected by county public security 
bureau—public security management fee: 915.98 yuan, 
public security protection fee: 3,700 yuan, and public 
security fee: 680.20 yuan, literary and art fee collected by 
prefectural office: 400 yuan, advertising fee collected by 
drama department of a television station: 15,000 yuan, 
labor publicity fee collected by prefectural labor services 


company: |,500 yuan. [passage omitted] 


Two enterprises in Fujian Province provided the fol- 
lowing information on the inflation of advertising fees: 
In 1989, Enterprise A spent a total of 279,000 yuan on 
advertising fees, of which 180,700 yuan, or 65.4 percent, 
were of an apportionment nature. In the same year, 
Enterprise B spent a total of 341,400 yuan on advertising 
fees, of which 113,800 yuan, or a third, were of an 
apportionment nature. 


In Shenzhen, after the Nanfang Pharmaceutical Factory 
opened a market for its “San Jiu” stomach tonic [san jiu 





” SOCIAL 


wei tar 0003 0046 $152 3141), people offering support 
advertising beat on its gate incessantly. Every year the 
factory spends as much as 2 million yuan on support 
advertising, of which a considerable part is apportioned 
as aid. [passage omitted] 


When they hear about “incidental school fees,” people in 
general do not give them much thought—actually, under 
the “Compulsory Education Law of the People’s 
Republic of China” and the state's relevant regulations, 
elementary and middle school students are exempt from 
paying “school fees” and pay only “incidental fees" — 
but the parents say with a sigh: The “incidental fees” are 
really incidental’ 


Maomung City once inspected | 5 schools and found that 
in any one school, the fewest fees collected was | 1, and 
the most fees, 44. The results of its preliminary survey 
showed that these schools in one year collected 1.41 
million yuan from the fees they themselves set! 


Heilongjiang Province reports: In this province there are 
now over a dozen “incidental fees,’ such as the after- 
school lesson fee, lesson make-up fee, reference material 
fee, school construction fee, cleaning fee, tea or boiled 
water fee, medical fee, examination paper fee, insurance 
fee, heating fee, bicycle parking fee, public property 
damage add-on fee, work-study program fee, moral edu- 
cation “window” fee. 


Some schools, after collecting the school construction 
fee, order their students to “find” bricks, tiles, sand- 
stone, and cement. Those who cannot “find” them have 
to pay money. Some parents no longer give their children 
money for this purpose, and the children, fearing the 
teacher's censure, are forced to pilfer these materials 
from construction sites 


The fees collected from students who enter school on a 
normal! basis are limited, and so some schools particu- 
larly favor “negotiated price students.” There is only one 
senior middle school in Fangzheng County, 
Heilongjiang, and every year it enrolls only 200 students. 
This enrollment “policy” has remarmed unchanged for a 
long time. However, the number of the school’s “nego- 
tiated price students” increases each year—no matter 
whether your marks are high or low, you only pay 1,500 
yuan’ 


It is not an isolated case for the money from fines and 
fees to be linked to unit welfare and individual bonuses. 
In many of the “three randoms.” this is the reason for 
“creative collection” of fees 


A certain city’s planned parenthood services center ran a 
premarriage class for ‘oung people. With the price 
bureau's approval, each person paid a fee of 5 yuan, 
later, the fee rose to 20 yuan. By means of this “creative 
collection.” an annual income of 7,460 yuan was 
obtained. and the greater part of 1t went for bonuses and 
welfare 
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To make “creative collection” convenient, some units 
that collect fines and fees either make their own tickets 
and receipts, fill out blank tickets and receipts, or simply 
do away with such formalities, what they want is to get 
the money by any means. In Wuchuan County, a police 
station, in taking in 236,000 yuan, used up all the lickets 
and receipts it had made itself, A police station in 
Shaoguan City, in the one year of 1990, imposed 17,554 
yuan in fines, of which 9,991 yuan, or 57 percent, was 
collected by filling out blank tickets and receipts. 


All collected fines and fees should be turned over in full 
to the state's financial administration. However, many 
units that impose fines and collect fees, to attain their 
objective of “creative collection,” either keep part of 
them, delay turning them over, embezzle them, or con- 
ceal them and do not report them, thereby causing a 
large erosion in the state's finances. [passage omitted) 


Localities with no money or with little money still have 

a great ambition to do things, and they can do things. 

The method is: Raise funds! Make apportionments! One 

time, two times... more times. Some localities have 

formed this habit: If they do not raise funds they do not 

s things, if they want to do things, they must raise 
nds. 


To construct an office building, a police station in 
Shijiazhuang Prefecture raised funds from the villagers 
in more than 30 townships. The standard apportionment 
was low, being only 0.1 yuan per person. But there were 
many villagers, and the small apportionments mounted 
up to an imposing total: Over 9,000 yuan was collected! 
The police station also made apportionments to four 
brickyards in the townships and towns under its juris- 
diction, and each of them sert between §,000 and 10,000 
bricks. 


A township of a certain city wanted to build a swimming 
pool and an old folks home, and needed 4 million for this 
purpose. The township party committee organized a 
compulsory donation drive in which each staff member 
and worker in the township had to donate at least 50 
yuan, and each CPC and CYL [Communist Youth 
League] member in the township had to donate at least 
100 yuan. On payday each person was given a compul- 
sory donation form with four levels—50, 100, 150. and 
200 yuan—and after he checked off one of them the 
money was directly deducted from his pay. 


This praci.ce of raising funds before doing things also 
exists in the film and television sector and in the 
publishing sector. The film and television program 
center of the Educational Film Art Company. which is 
under the jurisdiction of a certain ministerial-level com- 
mission of the state, wanted to shoot a television film 
that would reflect the 10 years of great change in a 
certain city, and called on the city to provide it with 
200,000 yuan in aid. The city made an apportionment of 
10,000 yuan to each of the cight towns under its jurts- 
diction and an apportionment of 7.000 yuan to each of 
its 16 enterprises. Also, a drama troupe of a certain film 
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studio collected 123,000 yuan from the Chunhua 


special apportionment of a 
per page with an addi 
page [Passage omitted] 


The public yy at 


an “armband fee for security personnel in the 
industry,” each fee being 20 yuan. 

In a certain school, a student who scores below the 
school's admission line has to pay 1,000 yuan for each 
point below the line. 

A woman worker who was five months’ t went to 
the residents committee to obtain a permission 


certificate. The committee scrutinized her marriage cer- 
tificate and painstakingly helped her to calculate the date 
that her ncy began. It then made her pay a fine of 
600 yuan ey pty nytt pt 
was — than the date that she received 

certificate 


A town wanted to set ey — ten yy 


had 
already contacted the grain shops and had arranged with 
them that anyone who had not paid the fee did not 
receive a new grain ration book. 


A police station, by forcing relevant units to buy “!” 
traffic signs, made a profit of 16,000 yuan. 


copres of the newspaper at its township. The tied-up 
copies were brought back to the village head's house, 
where they were used to paper walls after the New Year's 
Festival began 


A school collected a snow-removal fee from its students: 
2 yuan per student per removal. 


Women from 15 to 55 years old who go outside a certain 
locality to seek work have to pay an “advance planned 
parenthood fine” of 50 to 100 yuan. 


In the course of its official duties, a police station fined 
nine persons |.100 yuan, and of this number, four were 
fined 650 yuan for “speaking out of turn.” [passage 
omitted] 


Just how many “fees” are there? 


After climinating a first batch of 22 fees last year, the 
Hangzhou City people's government announced on 16 
January of this year that a second batch of 22 [ces would 
be eliminated, including: the fee for polished rice rolls 
for cadres on preferential retirement, fee for the certifi- 
cate of skills qualification in the motor vehicle mainte- 
nance trade fee for the cost of proof that a woman has 
borne only one child, fee for the cost of the child-bearing 
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quota card, fee for managing the personnel who have 
retained their status, fee for managing personnel whose 
wages have been stopped bul who have been kept in their 
posts, fee for managing part-time personnel on loan, etc. 


Five enterprises in Henan Province very conservatively 
disclosed to a relevant department the “fees” they had 
encountered: Staff and workers training fee, mass group 
—> mandatory purchase of literary and art 

tickets, fee for reef of the poor, literary 
and art festival fee, fee for purchase of National Day 
flowers, fee for military service registration... in a word, 
more than a hundred types of fees 


Please look at the “fees” set by a hospital in Zhanjiang 
City: Sanitary materials fee, cleaning and disinfecting 
fee, bedding and cloth changing fee, depreciation fee, 
disposal fee, fee for meals past the appointed time for a 
surgical operation, anesthesia observation fee, blood 
materials fee, semiprivate room fee, biood 
a measurement fec, sanitary bag fee, washbasin 
, towel fee, water jug fee. diaper fee, medicine cup fee, 
clothing storage fee — [passage omitted] 


Current Problems in interpersonal Relations 


92CM0079A Beying ZHONGGUO SHEHUT BAO 
in Chinese 11 Oct 91 p 3 


[Excerpt] [passage omiticd| |. Commercializatioy ‘ased 
on monetary terms The concept of equal value ex ~hange 
in the commodity economy has penetrated interpersonal 
relations. Some follow the natural law of value in their 
personal relations, and produce “commodity fetishism “ 
Limited supplies and unrealistic desires increase self- 
centered private interests Concepts such as “look for 
money in everything” and “money can make the devil 
turn the millstone” have become guiding thoughts for 
some in interpersonal relations, and form the social 
phenomenon of “know how much money not the 


person.” A newspaper reported that in Chengdu a young 
man’s reply to a woman's cry for help after she fell into 


the water in a park was “how much will | get paid for 
saving her life?” Money makes some people loose their 
conscience. Human relations based on money intensify 
the exciusive and discriminatory clements in interper- 
sonal relations, destroy mutual trust, expose the maternal 
dimensions in imerpersonal relations, increase the 
selfish mentality, and undermine one’s natural resistance 


to greed. 


2. Attachment to power Power 1s vested in individuals. 
Therefore dealing with power becomes unavoidable in 
interpersonal relations Power worship ts a product of 
feudalism. As power bears absolute authority, “going 
through the back door” and other unhealthy tendencies 
cause people “to look upward” and accept the concept 
that “power gets things done ” In social reality, individ- 
uals vested with power and their family members are 
successful in doing whatever they want to do because 
everyone opens doors to them This phenomenon pro- 
duced “envy power mentality " People often take pride 
in their ability to associate with those in power, and 
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refuse to associate with those who are lower than them in 
social class. Consequently ‘class phenomenon” 
emerged People in higher classes feel superior, and 
develop psychological biases Relationships among 
wnhoolmates. (rends, teachers and students have become 
more distance because of the change if one's position in 
the political power structure Atlachment to power has 
one clear goal to satisfy one's material desire as well as 
one's political ambition. To win the heart of the pow 
erful, people try anything and everything to associate 
with those who are in power, to Matter please them. 
to meet their interests, to dine with them and shower 
them with gifle Such economic and political attachment 
to power transformed the nature of power to private 
ownenhip. and produced various forms of corruption 
such as accepting bribes, and appointment by personal 
favoritiem A group of cadres was corrupted and brought 
down Last year in Sichuan Province 14,93) criminal 
cases were investigated within the party, and | 2,846 
party members received disciplinary actions, of which 
one case involved the provincial assistant adminisira- 
thon level, |} cases involved the regional level, and 225 
other cases involved the county level To a large extent. 
ihe corruption and the fall of these cadres were the 
consequence of interpersonal relations which were built 
upon the attachment to power 


\ Untruthful eachange of thought in interpersonal rela- 
tions. The proverb states “Heart must be exchanged 
with heart Shared ideas can reduce ; |. )ological gaps 
and develop ‘close friends" The fast pace .. modern life 
leaves us with little lemure time Migh-rise apartment 
buildings with their feeling of confinement and the lack 
of highly developed transportation narrow the extent of 
communication and exchange, and produces psycholog- 
ical estrangement. Especially after the storm of the 
“Cultural Revolution,” people no longer dare to express 
their thought Hypocrisy and abnormal mentality 
emerged in the forms of “speaking truth at home and 
telling lies in public.” “adapting songs according to 
places,” and “speaking less and never telling every: 
thing.” Many have developed “double personality.” 
Relations between supenor and subordinate become 
deceiving Reports to the higher level tell only the good 
news and cover up the bed news Some “praise people in 
front of them, and badmouth them behind their backs © 
Others abandon the most fundamental principles to 
protect themselves Stull others comply on surface but 
oppose in private to get personal gains Sometimes it is 
even difficult to know the real intentions among father 
and sons, and among brothers. There is a lack of sin- 
cerity and mutual trust among members of society 


4 Lack of exchange of emotions Emotions are reflec- 
tions of one’s attitude towards the outside world as well 
as a psychological response to outside stimuli Human 
relations include mutual awareness. understanding. 
passing judgement, love and hatred. and fondness and 
dishke Human relations also include mutual influence 
and interaction in behavior Among these clements. 


interpersonal! relations are defined by the degree of 
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affection of dislike in terme of whether relations are 
harmonious, stable, close, deep, and atifactive Feudal 
ideas still tie people's hands The mentality that ‘one can 
heat the cocks crowing and dogs barking, bul people 
grow old and die without ever having been there is 
deeply rooted in people's conscience Due to the lack of 
truthfulness in exchange of thought. there is a lack of 
since ily in people's emotional capressions For various 
feasons, people are afraid of capressing their truc feel: 
ings They either pretend to smile to cover up thei 
ansiety, of take no sland and try to avoid giving their 
opinion They intentionally hide their thinking from 
others Natural anger and criticiam are confined only to 
oneself and the loved ones Upon return to public places. 
people pul on their pretended smile People often contro! 
their emotions and dare fot to capress their true happ 
hess and sorrow, their true love and hatred. Conse 
quently, feelings of “deep gap,” cyniciem and lack of 
understanding are generated and these feelings muffle 
emotional exchange Due to this lack of emotional 
exchange, emotional capressions in interpersonal rela 
tions become insincere There is a lack of true coopera 
tion There is an emergence of psychological barriers and 
prejudice The feeling of increased separateness. lack of 
understanding, and mutual distrust is intensified 


5 Jealous of talent Jealousy is a feeling of dissatisfaction 
towards other people who surpass oneself I is a product 
of selfish mentality Talented people contribute more to 
society, they are the cream of the nation, and theoret- 
cally talents are admired by society However, as the 
concep! of commodity competition has penetrated 
society, people who fall behind, who do not sinve for 
progress, and who are ignorant and uneducated now fee! 
the pressure that they may become dropouts in the 
historical progress under the natural law of “survival of 
the fittest” and “natural selection by competition. 
These people become dissatisfied with the rive of the 
industrious, the talented, and the capable They blame 
others’ outstanding achievement for their own incapa 
bility. “Jealousy,” “the red eye disease,” and “persecu 
tion complex” produce psychological unbalance among 
these people In reality, promotion. family prosperity 
from proper income and reasonable job advancement 
have become the target of jealousy. dissatisfaction. dis 
dain and even personal attack. The goal of jealous people 
is to use themselves as the standard and prevent others 
from surpassing that standard This selfish behavior not 
only increases human psychological distance but also 
hinders the trend of times and social progress 


[passage omitted] 


Economic Crimes Committed by Rural F nterprives 


92 M0079R Beving ZHONGGUO SHEHUT BAO 
in Chinese | Now Vip 3 


[Excerpt] [passage omitted) |. Major Manifestations of 
Economic Crimes Committed by Rural f aterprives 





JPRS AMO) 002 
2) January 1992 


tronomn crime fefer to the unlawful possession 
embeszliement, diversion and waste of collective prop 
erty by employees of rural enterprises through the use of 
power and position, Major manifestations of this 
problem are the following 


| Leing enterprises to enrich individuals and private 
wallets A tiny minority of enterprise directors believe in 
“taking the post for ite money.” They abuse their power 
and authority in every way to t and profit them: 
welves They embezsle steal collective property In 
the old days they used to be the “leaders” in pm 
enterprises, how they have become ‘parasites 
(aging enterprises A certain brick director thone 
was once awarded the title “the leader of building family 
fortune” —— the initial stage of ~s ¥ building 
Later hie thinking became corrupted embessied 
42.000 yuan of funds by writing bad checks and making 
fraudulent claims Eventually the debts of the factory 
exceeded its assets. While the factory was on the edge of 
bankruptcy Zhang constructed two multiple-story build. 
ings for himeelf. The factory failed, while his family 
became prosperous, and used the enterprise to make 
family fortunes 


2 Making a fortune by “contract” management, and 
appropriating public property Currently, the masses are 
reacting strongly to the corrupt motivation of some 
enterprises’ contractors. They use management contracts 
to cover thei private gains. For instance, a certain 
marble quarry manager Li had his wife contro! finances 
during his contract, They embezzied more than * $00 
yuan and diverted another 4,500 yuan's worth of assets 
The factory's debt exceeded its assets. When Li's con- 
tract was terminated after investigation. the factory 
management contract was turned over to a certain temp 
worker Liu Liu sold factory equipment at low prices 
and made profits for himself After one year the factory 


went bankrupt. but Liu purchased cars for himself to 
start a shipping business. Li and Liu thus destroyed an 
enterprise with assets close to a million yuan and had its 
own faw matenal supply and market 


SOCIAL iT 


) Fishing in troubled waters under financial disorder 
Most economm crimes iA fural enterprises are com 
mitted in financial disorder, which gives criminals 
opportunities For example. a light industrial product 
company once employed nearly workers and had || 
branches with fined assets amounting to 340.000 yuan 
The manager Zhao (already arresied and sentenced) 
— contract used his position as the representative of 

entity to frequently change financial siafl Eley » 
members in finance were altered within five years 
of his Management As a result the company's debt 
ercoeded its assets 


4 Seeking opportunities to make a fortune by holdi 
dinner parties and giving gifts Some people in tw 
enterprises profit themselves under the name of holding 
dinner parties and giving gifts To link up with a large 
factory, a small town factory of 40 employees spent 
23.000 yuan on gifts. about 40 percent had nonstandard 
receipts Such capense was beyond caplanation. and 
became a bottomless black hol 


Il Main reasons for Fconomic ( rimes in Kara! 
} nterprives 


The reasons for the above stated problems can be sum. 
marized as follows 


| Infervority of small scale agricultural economy Nearly 
all employees of rural enterprises are peasants from the 
primary industry of agriculture They step one foot in the 
farm field of responsibility, and pul another foot by 
machinery. In hard times, a minority of them are 
attracted to wrong ideas such as “no sation will be 
given for not profiting oneself.” ° t and run.” and 
“take what you can, return when you get caught ” These 
wrong ideas lead to some unlawful actions 


2 Confusion on legal concepts Rural enterprise 
employees have very vague legal concepts Most recent 
economic crimes in rural enterprises were discovered 
during financial audits Very few cases were reported by 
employees [passage omitted] 
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Ideology Stressed at Newspaper Work ( onference 


SA1411142591 Harbin Heilongiang People + Radio 
Network in Mandarin 1000 GMT 10 Now 9! 


[Text] At the Heilongy provincial Hewspaper work 
conference, which concl today. it was urged that 
hewspapers use correct political viewpoints to publicize 
economic construction and raise their levels of ideology, 
guidance. readability, and service 


Al the conference held by the propaganda department of 
the provincial party committee and the provincial press 
and publication bureau, the caperniences in management 
gained by the various newspaper offices of the province 
in the past three years were summarized, 20 advanced 
newspaper offices and collectives that had distinguished 
themselves in diversifying their production were com. 
mended and awarded. and management and 
reregistration work were Publicity through 
hewspapers was particularly studied at the conference 


Zhou Wenhua, deputy secretary of the provincial party 
committee, and Dai Moan. provincial vice governor, 
delivered speeches, respectively, on the party's political 
guidance to newspaper work and on ways the gov- 
ernment to exercise macro regulation and contro! of 
newspapers (Chen Daohui), deputy director of the pro- 
vincial party committee propaganda department, spoke 
and gave specific arrangements for the publicity through 
hewspapers 


Participants at the conference agreed We should always 
adhere to the correct ideology for running newspapers 
and use correct political viewpoints to publicize eco- 
nomic construction We should uphold four political 
viewpoints |) the viewpoint of upholding the socialist 
road and safeguarding the fundamental interests of the 
masses, 2) the viewpoint of upholding stability and 
unity. 3) the viewpoint of helping to boost the masses 
enthusiasm, and 4) the viewpoint of persistently 
oppowng peaceful evolution 


The participants pointed out The focus of the current 
publicity through newspapers is to intensify the publicity 
of economic construction. reform. and opening up and 
adherence to the four cardinal principles and spiritual 
civilization so thal greater contributions can he made to 
the province's political stability and unity and economic 


prospenty and development 
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Shandong Obtains More boreign lavestments 


§$K01/202209) Jinan § 1 Radio 
Network in Mandarin 2400 GMT 2? Nov %/ 


| Text) Laoshan District, Qingdao is optimising its tan- 
gible climate [ying huan jing 4289 8a) i064} and 
intangible climate [ruan huan jing 6516 88) 1064) to 
attract foreign 10 inves! Money oF apes 
plants to develop the local economy The district 
approved the establishment of 4) three-capital enter 
prises involving $126 million, ranking the district fret in 
the province 


Since the beginning of this year, Laoshan District has 
regarded the work of attracting foreign capital and 
developing the eaport-oriented economy in its overall 
plan for a flourishing economy The district has set up 
sik ammall zones for investments, issued a state- 
ment on broadening the open policy and enhancing the 
economic relationship with foreign countries and foreign 
trade. established a leading in charge of the open 
policy, set up the service center for foreign investments 
with the participation of principal responsible personne! 
from the district economic and trade commission and 
3-4 from | 2 unite—iacluding bureaus responsible 
the work, banks, and insurance companies, simpl)- 
fied application procedures, upgraded its work effi. 
ciency, rendered unified services, and fostered the 
vitality of opening to the outside world. The district 
a oy government has also invested more than 70 
million yuan in building a tangible climate Throughout 
the district, thirteen towns are connected with asphalt or 
cement roads While enhancing the building of the 
tangible climate, the district has also emphatically 
improved its intangible climate and published the pam. 
sand of investment materials in which 
the district introduces the state of affairs of its 109 
enterprises that are able to carn foreign exchanges by 
utilizing foreign capital and provides them for the selec. 
tion of businessmen 


The district _ government has also established 
archives for three-capital enterprises and has assigned its 
personnel at regular intervals to the enterprises to learn 
about their situations. to implement the preferential 
policy of foreign investment, to prevent arbitrary appor- 
tioning to three-capital enterprises. and to protect the 
legal! nghts of foreign businessmen and three-capital 
enterprises 


The district has achieved rapid development in opening 
three-capital enterprises thanks to paying aticntion to 
improving the tangible and intangible climates Sorcign 
investments have come to the distinct one afier another 

Those who have opened plants in the district include the 
United States. Japan, Singapore. South Korea. Hong 
Kong, Taiwan, and Finland. The district's 25 three 

capital enterprises that had been pul into production 
earned more than 10 million yuan in foreign cxchanges 
from caports from January October 





IPRS AM) 00) 
2) Janwary 199) 


thew Hein-tiang, New DPP Chairman, Interviewed 
vic MOON 4 Taper HSIN HSIN WEN (THE 
JOURNALIST) in Chinese No 242, 4 Now 91 pp 54-57 


|} dited saterview with Meu Meimelang (6079 0207 5328) 
by Liao Pueshun (1675 4995 TILL) "The Democratic 
Progressive Party May Humiliate Heel, bu lt Does Not 
Humiliate Taiwan An Eachusive Interview With the 
Neat Chasveman of the Democratic 

How Hern-lang, Discussing the lesue of 

ties on the Two Sides of the Tarwan Strait’ 


|Lacerpts! [passage omitted) [Liao] Given the current 
political « | -—~ 7 — parties arrayed on the two 
vides of the Taiwan Strait will the Democratic 
Progressive Party (DPP) orvent itself? What role will it 


play” 


|Hou) Foret, | ehould like to explain the DPP's subjective 
view of ste fole One, our party advocates i 

for Tarwan and views the relationship between Taiwan 
and China as that obtaining between two countries, 
which naturally may be said to have a “special tie” due 
) geographic, linguistic, and other factors. Therefore. 
ihere 18 fo such thing as “three parties on the two sides 
of the straint.” 


Two, | thenk everyone knows that the DPP is Taiwan's 
only opposition party and the only such party in Asia 
that could assume power within the next few years 
Specifically. Taiwan will hold major elections in each of 
ihe neat few years, and this is the first time in several 
ce terres that the people have had the power and oppor- 
tunity to choose their government. This epochal turn — 
pont where an authontanan regime disintegrates 

the central government frees the people to engage in 
direct elections, definitely favors opposition parties 


| pon assuring power, the DPP will pursue two objec: 
Livee==full democratization and the establishment of 
larwan as an independent nation-state 


The next step in the DPP’s development is to achieve 
political power Both democracy and independence wil! 
surely rattle China, but that mught not necessarily be 
bad — such as on the tense relatrons everyone now imag- 
‘nes to cast Indeed, in the long run Taiwan's indepen- 
dence tight help China and induce her to make her 
interna: felatvons more reasonable. such as her tres with 
Hong Kong 


Liao} You mentioned the Taiwan nation Does this 
nclude all 20 milhon rewdents of Taiwan” 


Hieu) OF course, all 20 mullion comprise the Taiwan 
nation From the modem concept, nation means a 
community bound by common fate The 20 million 
people of Tamwan share common interests and naturally 
will comme to feel themecives as a community bound by 

mmon ‘ate The what we mean when we say “new 

von. whech naturally embraces 20 million people 
inassage omitted] 


‘Leeo) But what will you do df the 4-5 million maim- 
anders on Taran object to joining your “Taiwan 


natwn 


ve Party. 
‘Three Par- 


TAIWAN 


[Hew] So long as we in fact form a community bound — 
common fate, this feeli 7 giadually emerge, because 

Our interests do comme Usmge the words of Mara, 
Taiwan advocates of Chinese nationhood spout an ide- 
ology that lacks material basis 


[Liao] You just said that this is the DPP's subjective 
view If we analyze facts objectively, how would the DPP 
orvent itself then’ 


{Meu} What | just said was by fo means entirely subjec: 
tive For example, the statement that we are the one 
Opposition party thal enjoys the greatest possibility of 
assuming power is objective fact That political power 
has been deceniralived and that we can take power 
through elections too. is objective fact: And that democ- 
fatization and independence of Taiwan will spur democ- 
facy and internal readjustment by the Communit Chi 
neve also are foreseeable facts 


I do not envision the situation the way you just stated it. 
From our perspective, not a matier of three ves 
artayed on two sides of the strait We see ves as 
one party on Taiwan. the one opposition party that could 
assume power 

[Liao] Whether subjective conviction of partially achiev- 
able. objective fact. in the current political sttuation the 
DPP seems unable to extricate steel! from the two-sde, 
three-party configuration If we return discussion to the 
configuration, what will the DPP do then” 


(rteul 1 still reyect your formulation For China and 
aiwan by no means share a special relationship Those 
ties are much. much weaker than those obtaining 
between us and Japan and us and the United States You 
assume that Chinese. Tarwan tres exceed thove we have 
with all other nations. which is not true at all Amencan 
influence and Japanese influence on Taiwan vastly 
exceed that of China This is objective fact 


Liao] Yet both the United States and Japan view 
aiwan as part of China This. too, 6 a fact of life in 
international relations 


{Heu, This, too, inaccurate. Of course, you have 
opened a can of worms here | just said that both the 
United States and Japan have greater influence on 
Taiwan than does China Neither the United States nor 
Japan by any means sees Taiwan as part of China 
Neither will permit China's influence to exceed its own 
And neither recognizes that (hina has any special nghts 
with respect to Taiwan All the Unned States and Japan 
have done is to respond formalistically to a vacuous, 
abstract assertion by China that has no practical sugnif- 
wance and that they feel need not openly be challenged 
One cannot conclude from the that the United States 
and Japan recognize or accept that China has special 
rights ot actual influence vie-a-vis Taiwan. (passage 
omitted) 


[Liao] At the present stage there 1 90 likelyhood what- 


soever that the United States and Japan will openly 
move 10 support change of the vlatus quo 


[Hew] The status quo 1 that I arwan and China share no 
special tie unlike the situation between Hong Kone and 





nea TAIWAN 


(hina where there is @ special relationship between 
nonstate and state So the “two sides, three parties” 
formulation i utter fantasy Taiwan has two parties, 
China one. That is all there is to it! As far as we are 
concerned. there is fo difference whatsoever between 
jarwan's tes with China of with the United States or 
Japan 


\L sao] ty thee vvew the basis for the slatement you made 
the day you were elected thal you want to improve ties 
with the Communit Chinese so much that you would 
not mind enduring humiliation in the process” 


[Heu] Our premise with respect to enduring humiliation 
1s that we must abide by the DPP's sand for indepen: 
dence By saying we are willing to endure humiliation. 
we mean that the DPP may humiliate itself, not that the 
DPP will humibate Taiwan 


Our stand «6 clear, While adhering thereto, we can 
explain it to Peking so that they understand it. It is nol a 
challenge to fight What | meant in the humiliation 
siatement was that it would not hurt to go [to China to 
talk} even if Peking should 

Furthermore. so long as we stick to our stand, we should 
lake the imitative in communicating with both the 
Kvomingtang [KMT] and the Communists! The goal is 
fot just to make them understand bul to explain our 
siand If thee diepleases someone. that is his problem 
Such « our view. | believe that the DPP is obligated to 
dispe! the unnecessary tension that exists today and tha 
such issues as face and unneeded misunderstand: 
should be resolved Nevertheless, our stand is clear, 

we will not drop it just because the KMT opposes it 
| passage omitted] 


|L.ao} Given the officially announced position of the 
Communit Chinese that they will not hesitate to use 
force. do you feel your humiliation statement will pre- 
vent them from resorting to force? 


|Heu) In port of fact, the Communist Chinese scare only 
the common folk, not the DPP._ China lacks capability to 
employ force against Taiwan, and the current interna- 
ronal political climate prevents her from trying to do so 
The Communit Chinese clearly understand this More- 
over, the United States has indicated that the Taiwan 
issuc should be resolved peacefully. and China clearly 
understands this policy 


[Liao] Wel according to this reasoning, the KMT is 
clearly the DPP's number-one enemy, the KMT is 
Tarwan s ruling party and might maintain fnendly rela- 
trons with the Communit Chinese Right” 


[Heu] | do not think so My view is simple, which is that 
we should no longer treat the KMT as the only party in 
town By thes | mean that the general trend is clear, that 
Taiwan 1s moving toward democracy and that the KMT 
does not rule alone Therefore, we stress Taiwan's future 
development As history unfolds, the nation issue natu- 
rally must be resolved. I do not believe the KMT can 
arrest thes clear histoncal trend 


in takong onto account Tarwan’s future development. we 
veew ferther the Communist Chinese nor the KMT as 
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enemies For Taiwan must build es with China, so we 
are even more loath to see old domestic grudges persist 
im Taran Our aim is Taiwan's future international 
development. so we must retain open minds We should 
let old grudges pass away as much a8 possible and not 
allow them to persiat 


If, after assuming power, the DPP fails to resolve thie 
issue, what justification will we have for saying in 
power” All that will have been accomplished is that two 
parties eachanged seats We do not wish to see Taiwan 
reduced to chaos 


Taiwan enjoys tremendous opportunity for develop: 
ment, © great, to pul it bluntly, that we can buy the 
KMT out of power We can afford to let them keep what 
they traditionally had and will not begrudge them more, 
even if the amount bestowed be unreasonable For 
Taiwan's future hoids boundless hope What we would 
like to vee ts acceleration of elections to complete this 
community based on common fate We hope to avoid 
internal problems during Taiwan's future development 
[passage omitted) 

[Liao] How should relations with the KMT be handled” 


(Meu) Thai is not the issue Bluntly put, we have even 
greater justification for persecuting the KMT. which will 
hot persecute us again—we do not wish to see this 
happen. Yet | would benefit the DPP if they did so. For 
we, the majority, do not fear persecution by a minority 

We would just grow stronger the more they persecute us 
| hope they will not make this stupid mistake. That 
would hurt themselves It would also hinder and leave 
unnecessary problems for Taiwan's future dev lopment 


I believe that historical problems will be resolved quickly 
but hope that we will not allow conflict to impede 
Taiwan's development That development will enable us 
to avoid fussing about the past, for everyone shares 
common interest in such development From this per- 
spective. we bear no enmity toward the KMT. or to 
China 


The reason | bear no enmity toward China is clear 
Taman 6 economic development requires ( hinese mar- 
kets and a cooperative relationship with ( hina So no 
matter what China's current attitude 6, we musi be 
patient and continue to build relations with her 


[Liao] The DPP's independence plank by fo means 


entails call for change in but rather for recognition of the 
status quo Right” 


{[Heu] OF course 


[Liao] The KMT"s recent publicity campaign paints the 
DPP as an advocate of changing and the KMT as 
wanting tO maimtain the status quo, 80 as to make the 
average citizen feel 


[Hsu] That 1s duplicitous 

{Liao} But 16 not this inimical to the DPP” 

|Heu] lt «6 obvious that the KMT has launched « war 
focused around our independence plank They chose this 


battlefield and have dispatched all their forces to encircle 
and harry us Of course. they cannot withdraw’ Their 
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forces have entered the fray, so all we have to do is to win 
vick victory and thus will topple the KMT in a single 


fight 


lt ws semple For, frankly put, if the KMT had not waged 
this war before it would have been difficult for us to 
publicize and make people aware of thei antics, as 
nobody cared Moreover, we never had this unity 
before. wo tt would have been difficull to ¢ each of 
their parries 


Now they clam the DPP's plank has destabilized 
Taiwan We can explain this, for it is semple: We are just 
expressing a conviction, which in actuality is that of the 
majority Should we not express it” It will not cease to 
exist just because their public power suppresses it You 
just asked how the conviction of the 45 million main- 
landers on Taiwan should be handled Today's insta: 
bility does not stem from our expression of our convic: 
thon but rather from their persecution of our conviction 
If people holding different convictions persecute each 
other there is sure to be instability 


| Liao] Is the current situation advantageous to the DPP” 


[HMeu) This t y and battlefield definitely favor 
us. The war the KMT initiated has alarmed the entire 
country, and that certainly helps us 


As to the threat from the Chinese Communists, is the 
KMT using that threat to divide the country” Or are they 
uniting the country to confront the ‘reat 


[Liao] Do you beheve the KMT i: © blame for this” 


{Heu] Naturally To whom does the ae we 
listen” Peking or the people They cannot policy as 
they alone please. That is absurd and dangerous. It is 
clear that the KMT 1s exaggerating the threat and using it 
to advance its own enterests. So if this war continues | do 
not beheve they will whip us. Their main force has 
reached Dien Bien Phu. but the real, decisive battle has 


yet to begin 


|L.ao) Soon you will assume leadership of the DPP. What 
changes will you make im the way you deal with the KMT” 
Will vou intensify struggle” Or will you follow the model of 
Secretary General Chang. private communication” 


|Heu] We must abandon the old mass-protest approach 
ar d battle with the KMT We can now ignore the KMT 
and work to win the support of the people and society 
We should strive to make society believe us and to 
cxplain ourselves thereto 


We should work harder to win over the people and not 
ect mmto interparty scraps The year-end elections and 
next year’s Legislative Yuan poll are very important to 
us. and we will even win a big victory in the next 
presidential clecthon We must concentrate our forces 
and attention on next year’s election, treat it as a major 
hattle and devote as little thought as possible to things 
that are irrelevant to this principal objective 


4s for the KMT_ we can tolerate them during Taiwan's 
future dev cloprment—so long as they do not make mistakes 


TAIWAN ns 


kconomy Expected Lo Grow 6.98 Percent in 1992 


OW 91120902791 Tapes CNA in English 0809 OMT 
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{Teat] Taipes, Dec 31 (CO NAb Taiwan's economy will 
— 6.98 percent in 1992. according to a Tarwan 
netitute for Economic Research (TIER) forecast 
released Monday 


The institute said the Taiwan economy will remain 

vibrant if the government manages to maintain mea- 

sured growth in the domestic money supply and to 

— the further appreciation of the new Taiwan 
lar 


According to TIER projections. exports will grow 10.68 
roent in 1992 and imports will ree 131) percent 
otal merchandise trade surplus is estimated to reach 

12.83 billion US. dollars in the new year 


Industrial Production Expected Lo Rive in 1992 


OW 39112092591 Taiper CNA in English O812 OMT 
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[Text] Taipes, Dec 31 (CNAb—The value of Taiwan's 
indusinal production is capected to increase 6 8 percent 
in 1992 despite global economic stagnation, Industrial 
Development Bureau Director General Yang Shih-chien 
said Monday 


The implementation of the 1991-96 National Develop. 
ment Plan will contribute to the growth of industrial 
production, Vang said 


Industrial product exports will reach 75 billion US 
dollars this year, a 13 percent increase over last year 
Southeast Asia and Europe are the main markets for 
Taiwan products, Yang added 


In order to maintain steady industrial growth ¥ ang said 
his bureau will give priority to accelerating the develop: 
ment of new products, promoting industnal automation. 
upgrading the structures of traditional industries. 
improving product quality and design. promoting the 
development of industrial zones. and strengthening 
coordination among industrics 


Economic Planners Anticipate Steady Growth 
OW0101 10099) Taiper CNA in Enelich 0824 OMT 
1 Jan 9? 


{Text} Taipes, Jan. | (CNA)}—With an estimated 7.21 
percent growth rate for 199! Tar ons economy will 
continue to grow steadily in 1992. according to a forecast 
by the Council for Economic Planning and Development 
(CEPD) 


The council. forecasting that the country would reach its 
targeted seven percent coonomic capansion this year 
said “Taiwan is entering the recover) period of 4 new 
economic cycle.” Otper CEPD reports showed that the 
latest cycle peaked in may 1989 and hit the bottom im 
August 1990 

KC La. derentor of the Economic Research Depariment 


CEPD. attributed the booming economy to a sharp jump 
in domestic demand which was ctpected to account for 
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¥2 7% percent of the gross national product (GNP) in 
1991 The rate is the highest since | 982 


The growth in domestic demand comes largely from a 
big increase in investment,” Li said 


According to figures released by the Directorate General 
of Budget. Accounting and Statistics (DGBAS), private 
investments grew 466 percent in 1991, compared to a 
minus & O06 percent of the previous year, while invest. 
ments by state-run enterprises and government agencies 
rose & 92 percent and 21.57 percent respectively. The 
government agency also estimates that the growth in 
private investment will further widen to 9.81 percent in 
194. 


The DOBAS cited the sia-year National Development 
Plan initiated in 199) as the driving force behind the 
sirengih in investment 


In the merchandise and service trade, exports for 199! 
were estimated to climb 13.04 percent to U.$.$76 bil- 
lon, while imports should grow 15.18 percent to 
US. $63 bilhon, thus leaving a trade surplus of U S.$13 
billon In 1492. the DOBAS predicted, exports would go 
up 9 44 percent to U.S.$83.1 billion and imports |2 52 
percent to t) 8. $70.9 billion 


Taiwan is enjoying a growing export boom thanks to a 
substantial pump in indirect trade with Mainland China. 
the DO BAS said From January to October last year, 
exports to Hong Kong soared 46.7 percent to U §.$10 
billion. for a surplus of U S.$8.47 billion. Taiwan's 
surplus in trade with the British crown colony accounted 
for about &0 percent of the total surplus, it noted 


In contrast to the official report on economic recovery, a 
survey conducted recently by the private Taiwan Insti- 
tute for Economic Research pointed to a stagnant 
economy rather than one in recovery 


Li blamed the gap between the views of the government 
and the private sectors on sluggish consumer spending. 


Statistics compiled by the DGBAS showed that con- 
sumer spending rose only 6.54 percent last year, the 
lowest rate since 1984. and slower consumer spending 
resulted in a service sector slump which grew a slight 
8.56 percent in 1991, much lower than the annual two- 
digit growth rate achieved during each of the previous 
five years 


In a bid to redress economic problems facing the nation, 
the cabinet plans to hold a national economic conference 
next March A preparatory meeting for the conference 
was held in carly December 


Interest on Reserves ‘Increasingly Important’ 
OW 2611110891 Tape: CNA in English 0753 GMT 
D4 Now 9/ 


[Text] Taipes. Nov. 26 (CNA)}— The interest on the 
country’s huge foreign exchange reserves has become an 
increasingly important part of Taiwan's gross national 
product (GNP). a high-ranking Council for Economic 
Planning and Development (CEPD) official reported 
Monday 
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The official, who preferred anonymity, said the interest 
on foreign exc reserves is <a to form about 2 
percent, of 100 billion NT [new Taiwan] dollars, of the 
country's GNP this year 


The GNP, the total final value of goods and services 
produced in a national economy over a particular penod 
of ume is the broadest measure of a country's economic 
health 


Taiwan has accumulated more than $77.18 billion in 
foreign exchange reserves as of the end of October, one of 
the world’s largest cash hoards. according to the latest 
Central Bank of China statistics The largest part of the 
assets are deposited in prestigious banks in certain 
advanced countnes or have been used to purchase foreign 
securities 


The interest on the deposits and securities has become an 
increasingly important source of the country’s wealth, 
the CEPD official noted 


Poll on Reaction to DPP Independence Plank 


92C MOI00A Tape: HSIN HSIN WEN /THE 
JOURNALIST) in Chinese No 241, 27 Oct 91 pp 30-33 


[Article by Heu Ch ingeyun (1776 7230 0061) “They 
Hope the Kuominiang Will Not Strike Back Too 
Harshly A Special Poll by This Journal on Reaction to 
the Democratic Progressive Party's Adoption of the 
Taiwan Independence Plank’) 


{Excerpts} The Democratic Progressive Party [DPP| 
[passage omitted] «as roundly condemned soon after 
adopting the call for Te wan independence 


passage omitted) What really is the will of the people” 

t do the people living on Taiwan think of this move 
by the DPP” What does the average person think of the 
decision to have the Executive Yuan's Political Party 
Review Commission convene to discuss punishment, 
either to dissolve or warn the DPP What is the attitude 
of society toward the possibility of judicial bodies’, 
which are aggressively assembling evidence, “arresting 
people." With the ruling party insisting on stern punish- 
ment, do the masses support this uncompromising 
stand” 


To ascertain the public's attitude toward the above 
issues, this journal drew up a questionnaire entitled 
“The DPP’s Adoption of the Taiwan Independence 
Plank” and surveyed [passage omitted) the greater 
Taipei area, which 1s the fas.cst and greatest recipient of 
political and economic news 


The questionnaire totaled seven quernes. The results of 
the survey reveal the following. As to the proposals by 
the DPP and the Kuomintang’s [KMT] subsidiary, the 
New KMT Alliance, to resolve the controversy through 
“plebiscite,” the seventh question of the survey asked, 
“Which approach do you favor to resolve the unifica- 
tion-independence controversy” To this, 36.1 percent 
of the respondents answered “picbiscite” and 20.4 per- 
cent chose “decide through popular will as expressed in 
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regular elections.” We learn, therefore, that a total of 
56 5 percent approve of using legitimate, electoral means 
to resolve the controversy 


Therefore, the view of nearly 60 percent of our survey 
respondents clearly coincides with that of the DPP and 
the New State Alliance, The ruling party should pay 
ter attention to the view of these y 60 percent. 
urthermore, only 17 percent of all respondents favored 
‘enenmmenenislen and full opposition to Taiwan inde- 
pendence’ and thus, by contrast, comprise an absolute 
minority, The —" party, which adopted an 
ey eq my mw on the issue, Ought not ignore 
these data For the data may reasonably be interpreted to 
read that less than 20 percent support “the ruling iperty: 5 
uncompromising and complete opposition to Taiwan 
independence ™ 


| passage omitted] Indeed, the response to question seven 
was the most unusual in the entire survey, and the wide 
disparity between the |7 percent favoring “uncompro- 
mising and full opposition to Taiwan independence” 
and the 56.5 percent supporting “regular elections’ or 
“plebiscite” is surely indicative of popular sentiment 
Leaving aside for the moment the issue of whether or not 
people favor voting to decide the issue, we can at least 
say that ‘uncompromising and full opposition to inde- 
pendence’ is a minority view. 


Of course, in addition to the unusual response to ques- 
tion seven, responses to the other six questions in | 
survey also merit examination. 


After the DPP adopted its plank | 3 October, the media 
devoted considerable space to the incident, the ruling 
party convened small and large meetings several days in 
a row to carefully discuss response thereto. the DPP 
issued repeated rejoinders through speeches and state- 
ments, and time and again the government announced 
that it would “handle the matter in accordance with the 
law.’ In addition to the outcry that arose within Taiwan, 
even the Communist Chinese, Hong Kong, and people 
involved in the overseas democratic movement issued 
one statement after another Suddenly, calls for suppres- 
sion became incessant. 


To question one, “Do you believe the current political 
chmate is tense,” 65.8 percent of all respondents 
answered “very tense” or “somewhat tense.’ Obviously, 
the issues arising from the DPP’s adoption of the inde- 
pendence plank not only have attracted the attention of 
the vast majority of people but have also engendered 
tension. Only 24.6 percent of all respondents believed 
“there is no tension whatsoever.” 


In the next few days, the Political Party Review Com- 
mission will convene to discuss whether to dissolve or 
warn the DPP. Question two of the survey, therefore, 
was designed in response to this: “Do you favor dis- 
solving the DPP for adopting the Taiwan independence 
plank” Respondents answering “very much approve” 


or “approve” totaled 38.8 percent, while those choosing 
“greatly disapprove” or “disapprove” numbered 31.6 
percent 
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Therefore, the general figures for ‘approve’ and disap- 
prove” are about even, “Approve” exceeds “disap 
prove” by only 7.2 percent, a difference that, in terms of 
ratio, is quite close and insufficient to conclude that the 
majority advocates dissolving the DPP For the 14.8 
percent “approval” response is inconsisient with pop: 
ular opinion as reflected in the media. The difference 
between “approval” and “disapproval” is merely rela- 
tive plurality, not absolute majority. 


[passage omitted) However, dissolution of a political 
party is a very serious matter, differs greatly from normal 
decision-making, and relates to constitutional order. 
Thus if one claims that a mere seven-plus point approval 
fh means that most people favor dissolving the 
DPP, one has sown confusion to the objectivity of 
statistical data. This warrants ruling-party ponder and 
8 that, even though some people do not approve 
independence plank, they by no means support 
dissolution of the DP 


ion three was “Do you believe dissolution of the 
DPP will help resolve or will exacerbate the unification. 
independence controversy” The “greatly help resolve” 
and “somewhat help resolve” responses totaled 30.8 
percent, and those of “somewhat exacerbate” and 
“severely exacerbate” numbered 2! percent Analysis of 
these two general responses reveals that VO) percent 
believe that dissolution of the DPP will help resolve the 
controversy and 20 percent think that 1 will make 
matters worse However, another 20 percent answered 
“would have no effect,” which 1s also negative in nature, 
namely, that “the issue would persist after DPP dissolu- 
tion.” Therefore, overall, respondents choosing “exacer- 
bate” or “would have no effect” totaled 40 percent. This 
means that the majority of respondents does not beheve 
that DPP dissolution will truly resolve the controversy. 
Especially when disposal of the incident is not just a 
matter of whether or not to treat the issue in accordance 
with the law 


[passage omitted) Question four queried, “Do you 
believe the principals involved in thy: incident should be 
arrested” To this, 34.3 percent answered “yes,” 35.8 
“no.” There is some conflict between response to this 
question and that to question two. Io the former, a 
plurality approved of dissolving the DPP, whereas in the 
latter advocates of arresting the principals were a 
minority 


We may interpret this | 5-point margin opposing arrest 
of the principals on two levels. First. the margin suggests 
that respondents see the issuc as political, not judicial 
Second, when addressing the serious issuc of dissolving 
the DPP, nearly 40 percent approve. yet the percentage 
approving arrest of the principals is less than that disap- 
proving. This indicates that respondents relatively dis- 
approve of the behavior and stand of the DPP. sug- 
gesting that the DPP needs to step up effort to win 
popular support. Yet while respondents ma disapprove 
of the DPP. there is no strong sentiment for * setting nd 
of the rascals.” 
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Question five asked,’ Do you believe arrest of the 
principals will help resolve or will exacerbate the unifi- 
cation independence controversy’ To which 28 percent 
answered “resolve,” 25 “exacerbate,” and 17 “no 
effect’ Analysis of this question yields the same conclu. 
On as that to question three, However, it is worth 
noting that, when respondents face questions like two 
and four, preference to pul issues to & vote, they can vent 
either reason or emotion Confronted with questions like 
three and five, in which they must evaluate whether their 
favored policies will resolve the issue at hand, they can 
only respond rationally Thus while about 30 percent 
approve or disapprove of dissolving the DPP or of 
arresting its principals, approximately 20 percent believe 
that such moves will “have no effect” and nearly 30 
percent “do not know,” 


Question six was “Are you worried about Taiwan's 
future democracy as a result of this incident?” “Yes” 
garnered $8 4 percent of the responses. If par'y politics 
were democratic, society would have a clear concept of 
the road to democracy and, of course, there would be less 
worry. The 55.4-percent “yes” response, however, sug- 
gests that the actions of both the ruling party and of the 
DPP bewilder people This is the bane of Taiwan, which 
claims to be democratic 


Questions one and six of the questionnaire are emotional 
and received “do not know” responses of 8.8 and 15.2 
percent. Yet om questions two, three, four, and five, 
which required respondents to indicate their attitudes, 
“do not know” was high, 25.6, 25.3, 25.4, and 26.7 
percent, respectively. There are two reasons for this high 
response. First, the average person has never been 
willing to express a direct opinion on political issues. 
Second, the unification-independence controversy has 
not been fully discussed, and information is limited 
Thus most people are confused about the issue and find 
it difficult, when asked, to express themselves. 


Asto the habits of most respondents, most answered “do 
not know” when confronted with issues they were 
unwilling to answer or were uncertain of. Yet from 
another perspective. when political issues were involved, 
the answers provided mixed reason and emotion. For 
example, in question two 38.8 percent approved of 
dissolving the DPP_ yet after further reflection only 24.2 
percent belhheved. in answer to question three, that dis- 
solution would help resolve the unification- 
independence controversy If it can be said that dissolu- 
tion will not change things. then the ruling party should 
carefully consider this weighty decision, which involves 
constitutronal order. and should not act rashly 


| Box p 32) 


The | nification-Independence ( ontroversy Educes the 
Shadow of Provincial Origin 

Provincial origin has always been asserted to be a major 
factor in the ideological issue of unification versus 
independence Is that assertion true’ Our survey suggests 
i118 


By place of origin, our data reveal 
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|, As opposed to 78.8 percent of non-Taiwanese, 62.3 
percent of Taiwanese respondents viewed Taiwan's 
political atmosphere as tense. 


2. Sixty percent of non- Taiwanese, verus 33.6 percent of 
Taiwanese respondents approved of DPP dissolution, 


3, Only 27.7 percent of Taiwanese believed that DPP 
dissolution would help matiers, while as much as 43.4 
percent of non- Taiwanese felt it would. 


4. Only 30.5 percent of Taiwanese approved arresting 
the principals, versus $0.5 percent of non- Taiwanese 


5. Only 24.7 percent of Taiwanese felt that arresting the 
principals would help resolve the controversy, versus 
42.4 percent of non- Taiwanese. 


6. Fifty-three percent of Taiwanese expressed worry 
about democracy in Taiwan, versus 64.6 percent of 
non- Taiwanese 


7. Fifteen percent of Taiwanese supported uncompro- 
mising and complete opposition to Taiwan indepen- 
dence, as opposed to 25 percent of non- Taiwanese 


These seven sets of data indicate that non- Taiwanese are 
much more sensitive to the controversy than are Tai 
wanese. Yet, to change the perspective, the facts that 
non-Taiwanese are more worried and apt to support 
arrest and dissolution of the DPP indicate not only 
dissatisfaction with the DPP but also with the KMT. For 
why would non- Taiwanese be full of fear regarding KMT 
rule if the KMT occupied the position it once did [end 
box] 


Further Appreciation of NT Dollar Discouraged 
92CE0221B Taipei CHING-CHI JIH-PAO in Chinese 
16 Nov 91 p 2 


{Editorial: “New Taiwan Dollars Should Not Be 
Revalued Upward” 


[Text] During the past several days, the new Taiwan 
[NT] dollar has continued to appreciate once again 
under urgeing from David Mulford, United States assis- 
tant secretary of the treasury, thereby impairing the 
trend toward a revival of the boom that was underway 
Uniess checked, this situation 1s bound to be detrnmental 
to future economic growth 


As to whether a revival of the domestic boom 1s under 
way, views have differed since the fourth quarter of 
1990. First was the view of the Economic Construction 
Committee, a unit set up specifically to survey the boom 
It announced that on the basis of the boom indicators it 
had published, the domestic boom has bottomed out and 
a revival is on the way. However, the reaction of profes. 
sionals is that there 1s no sense of a revival of the boom 
at all. Even most recently, when the Economic ( onstruc- 
tion Association published its September prosperity 
indicators its signal of cconomic improvement— a 
change from an amber light signifying no rise in pros- 
perity in June to a green light signifying normal prosper 
ity—— has remained green for four months Furthermore. 
the overall grade increased from a 24 in June to 28 in 
September. showing continued steady growth of the 
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domestic economy, So far, all of the Economic Construc: 
tion Association's leading indicators have shown a rise 
over the previous month for the past seven months, with 
the exception of February and luly when setbacks 
occurred, showing a continued expansion of prosperity 
during the coming months. Nonetheless, according to a 
business firm operations survey of the Taiwan Economic 
Research Institute, which also set up a special survey 
leam on the boom, the possibility of a short temporary 
decline in economic prosperity also exists. Its views on 
future prosperity are not as assured as those of the 
Economic Construction Association However, civilian 
professions still have no sense of a revival of prow 
perity The survey that the Republic of China Industrial 
and Commercial Construction Research Association 
commissioned SHANG- YEH CHOU-KAN [(C OMMER- 
CIAL WEEKLY] to do is an example. Despite the small 
number of samples, this provided a true reaction from 
the professionals. Surprisingly two-thirds of the 159 
entrepreneurs surveyed did not believe or absolutely did 
not believe that the domestic economic boom has begun 
io revive Fifty-seven percent of them were also not 
uplimistic OF were pessimistic about the next five years. 
Only 34.6 percent were optimistic 


Generally speaking, during the initial stage in the revival 
of a boom, particularly when the pace of revival is not 
proceeding quickly, various different reactions and 
views are normal. The signals of economic improvement 
and the leading indicators that the Economic Construc- 
tion Association published are nationwide, overall judg- 
ments based on available data and objective standards. 
so naturally they cannot reflect differences among dif- 
ferent regions and different industries. However, the 
business firm operations survey that the Taiwan Eco- 
nomic Research Institute prepared, and the question- 
naire survey that SHANG-YEH CHOU-KAN sent to 
vigorous business leaders were aimed at specific indi. 
vidual firms or entrepreneurs. Not only were most 
judgments subjective, but differences existed among 
enterprises about whether there was a complete revival 
of prosperity. Even within the same industry. results may 
differ as a result of good or bad management, and 
investment prnorities. Even the boom indicators that the 
Economic Construction Association published con- 
tained operations surveys of firms in addition to the 
prosperity improvement signals and the leading pros- 
perity indicators. Take the September judgment about 
the prosperity of manufacturing industry businesses. for 
example. in which fewer than 20 percent believed the 
economy had turned for the better. and more than WO) 
percent felt it had taken a turn for the worse Meanwhile 
most professionals believed it bad taken a turn for the 
worse, only a small number believing it had taken a turn 
for the better. In addition, more than 70 percent of 
department stores surveyed in September believed the 
economy had taken a downturn. none believed it had 
taken a turn for the better, while 40 percent of the 
trading industry felt it had taken a turn for the better, On 
the outlook for the following 3 months, the number 
believing improvement would occur declined from 25 
percent in June to 19 percent in September Those 
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believing the economy would get worse rose, however, 
from 10 to 15 percent, demonstrating a difference among 
different industries, but also much pessimism and litle 
opumism. 


A: though there are overall and individual differences in 
views and predictions, and both optimism and pess: 
mism about prosperity at the present time. nevertheless, 
in reality, only domestic factors and eaternal factors 
affect the revival of domestic prosperity, Domestically, 
as a result of the frequent political fights in recent years, 
civilian investment aspirations have gone unrealized 
According to central bank published data, fixed deposits 
increased tremendously during the third quarter of 199! 
showing that civilian desire for investment and con- 
suMption is not strong. On the other hand, although the 
~—— v y promoted the six-year National 
velopment , and although the first year is almost 
- the estimate that the Directorate General of 
udget, Accounting and Statistics of the Executive Yuan 
published shows that during 199! publicly owned enter- 
prises investment increased only $8 percent, an amount 
lower than the 6.97 percent economic growth rate In 
addition, the fiscal deficit has steadily increased during 
the past two years, limiting an increase in government 
consumption. Therefore, the domestic increase needed 
depends solely on a tremendous increase in government 
investment, and its contribution to economic growth 
must be limited. 


Externally, trade plays an important role in Taiwan's 
economy, and trade is affected by changes in the inter- 
national economy. Although international economic 
organizations forecast during the year that the interna- 
tional economic situation would take a turn for the 
better during the last half of the year, this did not occur 
in fact America’s economy did not revive very greatly, 
and it may very well slide into recession once again 
Japan's and Germany's circumstances are also going 
from bad to worse. The East European countnes still 
show negative growth. Recently published economic 
forecasts by international agencies for 199! and 1992 
have all been adjusted downward, al! of which have a 
detrimental effect on Taiwan 


Analysis of the domestic and foreign economic situation 
shows that clearly there is no impetus for a rapid revival 
of domestic prosperity. During 1991, in particular. the 
currencies of most industrial nations have been devalued 
against the United States dollar, but the new Taiwan 
dollar has increased 4.7 percent in valuc against the 
U:..ced States dollar, and during 1991, it has appreciated 
retween 14 and 18 percent against major European 
currencies for a detrimental effect on Taiwan For 
example, during the 40 days from the beginning of the 
fourth quarter until 9 November, exports increased only 
6.3 percent over the same penod in 1990 By comparison 
with the 14 percent increase during the first 3 quarters of 
1991. exports declined more than one-half Further- 
more, the favorable balance of trade for 199! up to 9 
November was only $11.1 billion, a $200 million drop 
from the same period in 1990. Clearly. the United States 
Treasury Department's condemna’ on of Taiwan for 
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increasing its total favorable balance of trade is no longer 
a fact: The tremendous appreciation of the new Taiwan 
dollar during the past five years has caused a rise in 
Taiwan's per unit labor costs figured in American dollar 
terms. This has weakened the competitiveness of Tai- 
wan's exports in comparison with other major countries, 
and has had an extremely great impact on Taiwan's 
economy Conditions do not exist for another rise in the 
value of the new Taiwan dollar, We hope that the 
authorities will face this issue squarely, not only taking 
effective actions to check the influx of hot money, but to 
eradicate the psychology that hopes for an appreciation 
of the new Taiwan dollar. If it does not, our delayed 
economic recovery will be dealt a serious blow 


Paper Discusses Public Debt Situation 


VICEO221A Taipei LIEN HO PAO in Chinese 
20 Nov Yi pe 


[Editorial “A Positive Look at Bond Issuance”) 


[Text] On 19 November, the Ministry of Finance suc- 
cessfully auctioned NT$ [new Taiwan dollar] 24.5 billion 
worth of five-year central government bonds as a prelude 
to the government's enlarged issuance of bonds to pay 
for government construction. Minister of Finance Wang 
Chien-hsuan [3769 1696 3551] said that financing the 
government's general and special budget will require 
issuance of NT$448.9 billion worth of bonds in 1992. 
Thus, in 1992, government reliance on the issuance of 
bonds to finance its total expenditures will increase to 
34.72 percent. This means that NT$34.72 of every 
NT$100 the central government pays in 1993 will be a 
loan derived from the issuance of bonds. This will be 
more than America’s all-time record, and it will overtake 
Japan's historical record of 34.7 percent reached in 
1979. Finance Minister Wang said that this situation 
shows substantial government reliance on bonds to a 
substantial extent to meet its obligations 


During the past two years and for man: years to come, 
the rapid growth of government expenditures, the steady 
deficit increase. the ratcheting upward of bond issu- 
ances, and the governments balance of payments diffi- 
culties have worrned ministers in charge of government 
fiscal matters. which is understandable. However, we 
believe that so long as the economy can continue to grow, 
the issuance of bonds to take care of government expen- 
ditures is simply normal good money management. Our 
concerns are about the following: |) Are the uses to 
which income from bonds is put beneficial to the citi- 
zenry as a whole: 2) does the issuance of bonds create 
hardships for the sources of revenue, might not a serous 
jostling effect result in financial markets, and 3) does the 
cumulative debt exceed our ability to carry it”? An 
analysis of Chir ‘5 circumstances in these three regards 
in comparison with the United States and Japan is 
provided below 


First, let us discuss the uses to which revenues that are 
derived from the issuance of bonds are put. Virtually all 
of the revenues that the United States derives from the 
issuance of bonds is used for ordinary expenses, and it 
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has to depend on ordinary revenue to make repayment 
However, the burden of the year-after-year fiscal deficits 
has become increasingly heavy. A ximately half of 
the revenues that Japan obtains from the issuance of 
bonds is used for investment in construction, the other 
half being used to make up ordinary account deficits. At 
least a half is repaid out of returns on investment, hus, 
the problems are not as severe as for the United States 
In Taiwan, however, the budget law provides that gov- 
ernment's ordinary receipts and expenditures must be 
kept in balance, capital revenues may not be used for 
ordinary expenditures. This means that for government 
ordinary accounts, expenditures must be kept within the 
limits of income, A deficit is not allowed. Therefore, 
revenues obtained from the issuance of bonds are used 
entirely to pay for investment in construction, and the 
various construction projects that government is cur- 
rently conducting are for the purpose of making up for 
past construction shortfalls and are for the common 
enjoyment of all the people. They are noi only necessary, 
but for an overwhelming majority of them self-repaying 
sources of revenues are available. Even if some do not 
have self-repaying sources of income and thus require 
investment, although the debt burden from the issuance 
of bonds increases, once the public construction has been 
completed, assets will also increase. Therefore, on the 
government balance sheet, assets and liabilities are in 
balance. This is an entirely different situation than in the 
United States and Japan where all or half of revenues 
raised through the issuance of bonds is used for ordinary 
expenditures of a consumption nature. There are no 
assets or only partial assets to offset the habilities. What 
is More, the continuous completion of public construc- 
tion that Taiwan is now conducting and will continue to 
promote in the future will expand the size of the 
economy and build national strength, laying a founda- 
tion for sustained future economic growth, as well as 
broadening the tax base. If government financial author- 
ities handle matters well, after getting through the peak 
period of investment in public construction, govern- 
ment's fiscal receipts and expenditures should improve 
by themselves. 


Second, let us address the financial sources from which 
funds are raised through tye issuance of bonds For many 
years, the United States has been unable to pay for 
investment out of savings. It has insufficient financial 
resources. Consequently, government has issued large 
amounts of bonds that compete in financial markets with 
civilian enterprises for scarce funds causing a serous 
jostling for capital. In Japan however. savings are larger 
than investment. Every year a huge savings surplus 
occurs, therefore, when the Japanese government issucs 
large amounts of bonds, they have no effect on civilian 
money raising efforts. No jostling occurs, and for many 
years Japan has had the lowest interest rates in the world 
Taiwan and Japan are similar in that savings have far 
exceeded investment during the past decade. and a huge 
savings surplus exists. Until the government adopted 
strir gent credit restrictions in March 1989, Taiwan also 
had some of the lowest interest rates in the world 
Despite the large increase in the issuance of government 
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bonds during the past two years, thanks Oo excess savings 
amounting to more than NT$300 billion annually, no 
jostling tn financial markets has occurred, 


Third is the issue of whether cumulative government 
debt exceeds our ability to bear it, Finance Minister 
Wang said that bond issuances during 1993 will come to 
44.72 perec tof total expenditures, catching up with the 
44.7 percent of Japan during the all-time high year of 
1979. However, the most recent data from the Japanese 
Ministry of Finance shows Japanese bond issuances 
during 1979 as having been 39.6 percent of total expen- 
ditures, so Taiwan's issuance is stull lower than Japan's. 
Moreover, this only applies to bond issuances for the 
year as a percentage of expenditures for the same year. If 
it occurs for only a small number of years and is not a 
high percentage maimtained over a long period of time, 
there 18 no problem. Thus, the comparison of two 
different indicators may be used to understand ability to 
bear bond issuance. One is the cumulative outstanding 
balance of unredeemed bonds as a percentage of total 
government expenditures. The other is the outstanding 
balance of unredeemed bonds as a percentage of gross 
GNP. The first 1s used to judge the extent to which 
government can carry public debt; and the second is used 
to judge the extent to which the country as a whole can 
bear public debt. As of the end of June 1991, the central 
government had an outstanding government bond bal- 
ance totaling NT$203.5 billion yuan, or 25 percent of 
total central government expenditures for 1991. This 
contrasted with the 186 percent for the United States in 
1989 and the 265 percent for Japan in 1991, making it 
far lower than the total burden of the two countries. In 
lune 1991, Taiwan's government bond balance out- 
standing amounted to only 4.5 percent of gross GNP, 
only one-tenth that of the more than 40 percent for the 
\'nited States and Japan. Analysis of data contained in 
the 1990 government financial and monetary annua! 
report for all countnes of the world shows that not only 
is the Tarwan Government's and the people's public debt 
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burden far lighter than in the United States and Japan, 
bul also far lower than for an overwhelming majority of 
medium and high income countries in the world, Clearly, 
there is still substantial room for Taiwan to issue bonds. 


The foregoing analysis shows that Taiwan's outstanding 
government bond balance is negligible. Even when the 
bonds that will have to be issued during 1991 and 1992 are 
figured in, the government's and the people's public debt 
burden is still less than half that of the United States and 
Japan. It does act constitute a serous problem, What is 
more, all of Taiwan's bond issuances are used for invest- 
ment in construction, so even if some nonrepaying bonds 
are issued, assets are there. The people's burden is not 
increased. Moreover, once the peak period of investment 
to remedy the previous construction investment shortfall 
is over, the economic expansion will mean that the public 
debt burden percentage should decline automatically. 


Nevertheless, there 1s no denying that Taiwan's fiscal situ- 
ation 1s not entirely without problems, and the problems are 
not a large scale increase in investment in construction, but 
in the overly rapid inflation of ordinary expenditures. The 
rate of increase in ordinary revenues still lags far behind the 
rate of increase in ordinary expenditures. As a result, the 
large annual excess of ordinary revenues of past years, which 
served as a major source of revenue for investment in public 
construction, scarcely exists at all today. Henceforth, finan- 
cial resources for investment in public construction will 
have to come almost entirely from the issuance of bonds. 
Therefore, in examining ordinary account receipts and 
expenditures, how to restrain the overly rapid inflation of 
ordinary accounts and improve the rate of growth of ordi- 
nary revenues must be an important current government 
financial issue In addition, acceleration of the conversion 
of publicly-owned enterprises to civilian ownership, doing 
all possible to open up public construction to permit civihan 
investment and participation 1s also an important way in 
which to reduce government's bond burden that must be 
earnestly implemented 
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Nonconfrontational Political Culture Discussed 


VICMOIOLA Hong Kong KAIFANG [OPEN 
WAGAZINE] in Chinese No $9, 16 Nov 91 pp S0-51 


[Article by reporter Lin Ziming (0407 1311 2494) 
“Hong Kong Has No Radicalism’) 


[Excerpts] CHUNG-KUO SHIH-PAO deputy senor 
editor-in-chief Hu Hongren [$170 7703 0088) had made 
a reservation for dinner and Taiwan political commen- 
tator Nan Fangshuo [0589 2455 2592] also sat down 
After eating they both strolled along the Wanchai water- 
front, chatting about the Taiwan legislature's ‘fighting 
culture,” when Nan Fangshou stated definitively: “Mark 
my words, in two or three years the spectacle of fighting 
is bound to emerge in Hong Kong's Legislative Council 
|Legco}. In the past Hong Kong had no legislature, now 
it has one, and in all legislatures, in the beginning stage 
there will always be fighting. Germany and Japan both 
went through this experience.” 


Many people would agree with this, remembering that 
last year business circles made a set of video tapes, 
spreading the “democracy is pernicious theory,” 
believing that if the door of democracy was opened 
slightly, like the story in Greek mythology of opening 
Pandora's box, everything would become chaotic, and 
evil would be fully unleashed, leaving harm in its way. 
The videos put special emphasis on two shots. One 
showed full blown fighting in Taiwan's Legislative Yuan, 
in which it was only possible to see the members 
engaging in fisticuffs, with legs and arms flying every- 
where, in the other South Korean students were hurling 
“Molotov cocktails,” making the streets turn red with 
fire. The lessen everyone is to draw from these two 
stones 's that democracy is not a sacred thing, rather it is 
a potentially explosive competition. 


“ollowing the September direct elections, 16 democratic 
group candidates entered the Legislative Council, plan- 
ning to go along peacefully, and the worry of business 
and industrial circles that they would be meddiesome 
has not yet occurred. Stull, is it possible that Nan 
Fangshuo’s prediction will come true? 


That day | said to Nan Fangshuo: No. First, Hong Kong 
does not have a confrontational political culture, second, 
the democratic groups in fact are not radical, Hong Kong 
still does not have the soil for the development of 
radicalism, and third, they also do not have clear and 
unshakable political convictions beyond a fanaticism 
which believes in marching forward bravely. The total 
constitution of this group is one that can be described as 
expedient, and it carnes a distinctly utilitarian flavor. I 
have often said that extreme antagonism emerges in a 
society for four reasons: racial, religious, class and his- 
toncaly generated hatreds. [passage omitted] 


The internal conflict on Taiwan stems from historically 
caused hatreds, as several decades ago the Kuomintang 
[KMT] came and ran roughshod over the Taiwanese 
people. and time has not yet been able to fully wash away 
feclings of resentment. Now the KMT has eiven up some 
of its political power, steadily yielding its influence, and 
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the opposition party is gradually pushing forward, 
bringing with it a fair amount of vindictiveness, The 
fights are for the electorate to see, if they don't cull and 
beat up their opponents, they won't win over people, 
becuuse many people shout and cheer when they see 
KMT people being beaten up. 


In Hong Kong, the factors causing these types of conflict 
are very weak. There is no need to mention religion, and 
as for the racial aspect, Hong Kong people came here to 
escape hardship, having rarely known a peaceful and 
happy place How can they harbor hatred towards the 
British” In addition, the British early on understood that 
by having Chinese rule Chinese, and thus having a buffer 
between British officials and the common people, there 
could be no direct conflict. When it comes to class 
conflict, everyone came here only seeking to make a 
living, and with the mainiand’s socialist myth destroyed, 
Hong Kong people have been clearer than most when it 
comes to the leftwing conviction of the proletariat 
seizing power, which early on had no market in Hong 
Kong. For this reason, Hong Kong also does not have 
any historically based inveterate hatreds. 


The democratic groups have grown on this type of soil, 
they in fact are not the terrifying radical groups envisioned 
by industrial and commercial circles, and their innermost 
thoughts are in reality very moderate. For example, during 
the election not one person acknowledged being a socialist, 
at most there were those social worker type humanitanans 
who want more maternal benefits and less fees to even 
things up a little. Yet these were not people who believe in 
equality-seeking Fa>ianism. 


On the contrary, they have encountered more radical 
opponents, for example, with the Trotskyite Chen 
Changhe [7115 2490 0735] and Liang Yaozhong (2733 
5069 1813), who claims to represent workers, it is 
possible to use these “radical” political programs as 
targets to attack. In terms of social policies, the demo- 
cratic groups are very flexible, and easily converted, as 
long as they allow the electorate to know what things they 
are really fighting for, and can accept quitting. 


The reason it is this way is because they all do not have 
a sec of firm convictions. Their so-called belief in democ 
racy ‘s only a very empty concept, and can hardly be 
compared with the “conviction” held by DPP con- 
cerning independence, which they are willing to die for 


In the final analysis, their only demand is to play the part 
of the ascendant middle class on the political stage, as 
long as they can “play the game,” they can “act” on the 
stage of opportunity, and be contented. I recently told a 
friend that opening the Legco and letting them in will no. 
only create confusion, but will also be a stabilizine 
factor, which will contribute to social stability. This 
because after they have been taken in, they cannot then 
create trouble outside the organizational system, but 
must comply with the rules of the game. If the path of 
political participation is everywhere blocked, they would 
want to play but not be allowed, and then they could 
change their attitude, detesting the world and its way, 
turning towards radicalism, and being forced to become 
radical elements. 
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Therefore, | do not believe that the Legeo will become a 
martial arts arena, because they will not act in this way, 
and the electorate also does not expect them to act this 
way The political culture of Hong Kong is nonconfron- 
tational, and is also a moderate one, advocating order, 
not accepting behavior exceeding the bounds. If a poli- 
tician beats someone in the Legco this would be political 
suicide, he would not succeed and he would not be able 
io become a martyr 


\l present the greatest antagonistic factors are relations 
between China and Hong Kong. On the one hand there is 
the Chinese Communist Party, while on other are the 
democratic groups, which dared to “oppose China” and 
were chosen by the electorate. This antagonism can be 
said to have been created following 4 June, and after 4 
June it was the intense feelings of defiance towards 
Keying generated by the people that has propelled the 
democratic groups onto the stage. 


Hence they cannot retreat, and though in the bottom of 
their hearts they “oppose China,” in fact their behavior 
has been softened. Their desire to reach a compromise is 
also an impossible task, because the Chinese side 
remains hostile, still brandishing a club to strike them 
down. With the enemy still on the offensive, how can we 
make concessions? This situation has a sense of desper- 
ation tow 


There are still the people who lost the election because of 
their closeness to China, who will simply pull back the 
veil, fully showing themselves to be in the pro-Chinese 
camp. and bringing a vindictive mentality in their 
attacks on the democratic groups, increasing the smell of 
gunpowder on the political scene. 


The democratic groups are intrinsically fractious and 
vanable, and they do not advocate or are they skilled at 
fighting. The Chinese side obstinately wishes to do battle 
with them, which ont, goes to show that the basic 
confrontational nature of the CPC has not changed 


‘Roundup’ Views Sci-Tech Ties With Hong Kon? 


OW 2611140491 Beying XINHUA Domestic Service 
» Chinese 0815 GMT 26 Nov 9/1 


“Roundup” by XINHUA reporter Duanmu Laid: (455! 
2606 0171 1229) “Broad Prospects for Hong Kong- 
Mainland Cooperation in Science and Technology™’) 


'Text] Hong Kong, 26 Nov (XINHUA}—A large delega- 
tron from the Chinese Manufacturers’ Association of 
llong Kong returned here from a visit to Beijing recently 
Liang Qunrong [name as received], chief delegate and 
association president, said: \ ne association 1s willing to 
serve as a bridge that will promote information 


exchanges, personnel training, and joint research in 
science and technology between Hong Kong and the 
nainland 

Scientific and technological cooperation between Hong 
Kong and the mainland has grown in recent years, and it 
s still expanding 

Reporters have learned from relevant departments that 
people from al! walks of life un the mainland have made 
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an avera,  . 2,000 of more visits to Hong Kong each 
year to conduct scientific and technological cooperation 
and exchanges. Meanwhile, there has been a constant 
stream of mainiand-bound visitors from Hong Kong's 
industrial, commercial, scientific, and technological cir- 
cles for inspection and general-purpose trips. New prod- 
ucts jointly developed by mainland-based scientific and 
technological personne! and Hong Kong companies have 
exceeded 200 annually. 


People in Hong Kong's industrial, commercial, scien- 
tific, and technological circles generally believe that 
scientific and technological exchanges and cooperation 
between the two sides are mutually supplementary and 
beneficial. They believe that such exchanges and coop- 
eration have fueled Hong Kong's industrial transforma. 
tion and upgrading, generated remarkable economic 
returns, and played a positive role in promoting Hong 
Kong's stability, prosperity, and development. 


The direct application of mainland-developed scientific 
and technological achievements by Hong Kong's small 
and medium-scale enterprises has sharpened the com- 
petitive edge of some products. A plastic electroplating 
plant in Hong Kong bought a “copper pyrophosphate 
recovery processing’ system and a “hexavalent chrome 
recovery” system from Tianjin’s Nankai University 
through the Beying-Hong Kong Academic Exchange 
Center. It also received a gifi—a “nickel sulfate recovery 
processing’ system—from the university. The three sets 
of equipment have produced remarkable economic 
returns since they went 1oto operation more than a year 
ago. Hong Kong's Wanbao Industral Company [name as 
received] has applied mainland-developed “cyanide-free 
brush gold-plating’ technologies to the production of 
light industrial products and jewelry, thereby completely 
replacing traditional gilding techniques Some of those 
technologies have even replaced gold-leafing and gold- 
plating techniques. This has helped eliminate pollution 
by cyanide and mercury, resulting in significant eco- 
nomic returns. It is understood that mainland-developed 
screntific and technological achievements brought to 
Hong Kong through the Beying-Hong Kong Academic 
Exchange Center have played an important role in the 
technical transformation of Hong Kong's small and 
medium-scale enterprises and in product development. 
Those achievements include technological products for 
environmental protection, medical instruments, medi- 
cine, food, computer software, laser technology and 
products, and electronics 


The two sides have alse cooperated in developing new 
products and in converting scientific and technological 
achievements into commodities in a timely fashion 
Following their cooperation in developing ion exchange 
techniques and equipment for processing and recovering 
heavy metals waste water, the Hong Kong Productivity 
Counc’! and Nankai University have jointly invested in 
building a resin regeneration service center to provide 
services to smal! and medium-scale factories in regener- 
ating resin and recovering heavy metals through ton 
exchangers. This has improved the quality of factory 
effluents and greatly reduced the cost of production 
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